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Chapter 70.146 RCW, Water Pollution Control Facilities Financing

RCW 70.146.010 - Purpose -- Legislative intent. The long-range health and environmental goals for the state
of Washington require the protection of the state's surface and underground waters for the health, safety, use,
enjoyment, and economic benefit of its people. It is the purpose of this chapter to provide financial assistance to
the state and to local governments for the planning, design, acquisition, construction, and improvement of water
pollution control facilities and related activities in the achievement of state and federal water pollution control
requirements for the protection of the state's waters.

It is the intent of the legislature that distribution of moneys for water pollution control facilities under this
chapter be made on an equitable basis taking into consideration legal mandates, local effort, ratepayer impacts,
and past distributions of state and federal moneys for water pollution control facilities.

It is the intent of this chapter that the cost of any water pollution control facility attributable to increased or
additional capacity that exceeds one hundred ten percent of existing needs at the time of application for
assistance under this chapter shall be entirely a local or private responsibility. It is the intent of this chapter that
industrial pretreatment be paid by industries and that the water quality account shall not be used for such
purposes.

RCW 70.146.020 - Definitions. Unless the context clearly requires otherwise, the definitions in this section
apply throughout this chapter.

(1) "Account" means the water quality account in the state treasury.

(2) "Department" means the department of ecology.

(3) "Eligible cost" means the cost of that portion of a water pollution control facility that can be financed under
this chapter excluding any portion of a facility's cost attributable to capacity that is in excess of that reasonably
required to address one hundred ten percent of the applicant's needs for water pollution control existing at the
time application is submitted for assistance under this chapter.

(4) "Water pollution control facility" or "facilities" means any facilities or systems for the control, collection,
storage, treatment, disposal, or recycling of wastewater, including but not limited to sanitary sewage, storm
water, residential, commercial, industrial, and agricultural wastes, which are causing water quality degradation
due to concentrations of conventional, nonconventional, or toxic pollutants. Water pollution control facilities
include all equipment, utilities, structures, real property, and interests in and improvements on real property
necessary for or incidental to such purpose. Water pollution control facilities also include such facilities,
equipment, and collection systems as are necessary to protect federally designated sole source aquifers.

(5) "Water pollution control activities" means actions taken by a public body for the following purposes: (a) To
prevent or mitigate pollution of underground water; (b) to control nonpoint sources of water pollution; (c) to
restore the water quality of fresh water lakes; and (d) to maintain or improve water quality through the use of
water pollution control facilities or other means. During the 1995-1997 fiscal biennium, "water pollution
control activities" includes activities by state agencies to protect public drinking water supplies and sources.
(6) "Public body" means the state of Washington or any agency, county, city or town, conservation district,
other political subdivision, municipal corporation, quasi-municipal corporation, and those Indian tribes now or
hereafter recognized as such by the federal government.

(7) "Water pollution" means such contamination, or other alteration of the physical, chemical, or biological
properties of any waters of the state, including change in temperature, taste, color, turbidity, or odor of the
waters, or such discharge of any liquid, gaseous, solid, radioactive, or other substance into any waters of the
state as will or is likely to create a nuisance or render such waters harmful, detrimental, or injurious to the public
health, safety, or welfare, or to domestic, commercial, industrial, agricultural, recreational, or other legitimate
beneficial uses, or to livestock, wild animals, birds, fish, or other aquatic life.

(8) "Nonpoint source water pollution" means pollution that enters any waters of the state from any dispersed
water-based or land-use activities, including, but not limited to, atmospheric deposition, surface water runoff
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from agricultural lands, urban areas, and forest lands, subsurface or underground sources, and discharges from
boats or other marine vessels.

(9) "Sole source aquifer" means the sole or principal source of public drinking water for an area designated by
the administrator of the environmental protection agency pursuant to Public Law 93-523, Sec. 1424(b).

RCW 70.146.030 - Water quality account -- Progress report. (1) The water quality account is hereby created
in the state treasury. Moneys in the account may be used only in a manner consistent with this chapter. Moneys
deposited in the account shall be administered by the department of ecology and shall be subject to legislative
appropriation. Moneys placed in the account shall include tax receipts as provided in RCW 82.24.027,
82.26.025, and 82.32.390, principal and interest from the repayment of any loans granted pursuant to this
chapter, and any other moneys appropriated to the account by the legislature.

(2) The department may use or permit the use of any moneys in the account to make grants or loans to public
bodies, including grants to public bodies as cost-sharing moneys in any case where federal, local, or other funds
are made available on a cost-sharing basis, for water pollution control facilities and activities, or for purposes of
assisting a public body to obtain an ownership interest in water pollution control facilities and/or to defray a part
of the payments made by a public body to a service provider under a service agreement entered into pursuant to
RCW 70.150.060, within the purposes of this chapter and for related administrative expenses. No more than
three percent of the moneys deposited in the account may be used by the department to pay for the
administration of the grant and loan program authorized by this chapter.

(3) Beginning with the biennium ending June 30, 1997, the department shall present a biennial progress report
on the use of moneys from the account to the chairs of the Senate committee on ways and means and the House
of Representatives committee on appropriations. The first report is due June 30, 1996, and the report for each
succeeding biennium is due December 31 of the odd-numbered year. The report shall consist of a list of each
recipient, project description, and amount of the grant, loan, or both.

(4) During the fiscal biennium ending June 30, 1997, moneys in the account may be transferred by the
legislature to the water right permit processing account.

RCW 70.146.040 - Level of grant or loan not precedent. No grant or loan made in this chapter for fiscal year
1987 shall be construed to establish a precedent for levels of grants or loans made from the water quality
account thereafter.

RCW 70.146.050 - Compliance schedule for secondary treatment. The department of ecology may provide
for a phased in compliance schedule for secondary treatment which addresses local factors that may impede
compliance with secondary treatment requirements of the federal clean water act.

In determining the length of time to be granted for compliance, the department shall consider the criteria
specified in the federal clean water act.

RCW 70.146.060 - Water quality account distributions -- Limitations. During the period from July 1, 1987,
until June 30, 1995, the following limitations shall apply to the department's total distribution of funds
appropriated from the water quality account:

(1) Not more than fifty percent for water pollution control facilities which discharge directly into marine waters;
(2) Not more than twenty percent for water pollution control activities that prevent or mitigate pollution of
underground waters and facilities that protect federally designated sole source aquifers with at least two-thirds
for the Spokane-Rathdrum Prairie Aquifer;

(3) Not more than ten percent for water pollution control activities that protect freshwater lakes and rivers
including but not limited to Lake Chelan and the Yakima and Columbia rivers;

(4) Not more than ten percent for activities which control nonpoint source water pollution;

(5) Ten percent and such sums as may be remaining from the categories specified in subsections (1) through (4)
of this section for water pollution control activities or facilities as determined by the department; and

(6) Two and one-half percent of the total amounts of moneys under subsections (1) through (5) of this section
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from February 21, 1986, until December 31, 1995, shall be appropriated biennially to the state conservation
commission for the purposes of this chapter. Not less than ten percent of the moneys received by the state
conservation commission under the provisions of this section shall be expended on research activities.

The distribution under this section shall not be required to be met in any single fiscal year.

Funds provided for facilities and activities under this chapter may be used for payments to a service provider
under a service agreement pursuant to RCW 70.150.060. If funds are to be used for such payments, the
department may make periodic disbursements to a public body or may make a single lump sum disbursement.
Disbursements of funds with respect to a facility owned or operated by a service provider shall be equivalent in
value to disbursements that would otherwise be made if that facility were owned or operated by a public body.
Payments under this chapter for waste disposal and management facilities made to public bodies entering into
service agreements pursuant to RCW 70.150.060 shall not exceed amounts paid to public bodies not entering
into service agreements.

RCW 70.146.070 - Grants or loans for water pollution control facilities -- Considerations. (1) When
making grants or loans for water pollution control facilities, the department shall consider the following:

(a) The protection of water quality and public health;

(b) The cost to residential ratepayers if they had to finance water pollution control facilities without state
assistance;

(c) Actions required under federal and state permits and compliance orders;

(d) The level of local fiscal effort by residential ratepayers since 1972 in financing water pollution control
facilities;

(e) The extent to which the applicant county or city, or if the applicant is another public body, the extent to
which the county or city in which the applicant public body is located, has established programs to mitigate
nonpoint pollution of the surface or subterranean water sought to be protected by the water pollution control
facility named in the application for state assistance; and

(f) The recommendations of the Puget Sound action team and any other board, council, commission, or group
established by the legislature or a state agency to study water pollution control issues in the state.

(2) Except where necessary to address a public health need or substantial environmental degradation, a county,
city, or town planning under RCW 36.70A.40 may not receive a grant or loan for water pollution control
facilities unless it has adopted a comprehensive plan, including a capital facilities plan element, and
development regulations as required by RCW 36.70A.40. This subsection does not require any county, city, or
town planning under RCW 36.70A.40 to adopt a comprehensive plan or development regulations before
requesting or receiving a grant or loan under this chapter if such request is made before the expiration of the
time periods specified in RCW 36.70A.40. A county, city, or town planning under RCW 36.70A.40 which has
not adopted a comprehensive plan and development regulations within the time periods specified in RCW
36.70A.40 is not prohibited from receiving a grant or loan under this chapter if the comprehensive plan and
development regulations are adopted as required by RCW 36.70A.40 before submitting a request for a grant or
loan.

(3) Whenever the department is considering awarding grants or loans for public facilities to special districts
requesting funding for a proposed facility located in a county, city, or town planning under RCW 36.70A.40, it
shall consider whether the county, city, or town planning under RCW 36.70A.40 in whose planning jurisdiction
the proposed facility is located has adopted a comprehensive plan and development regulations as required by
RCW 36.70A.40.

RCW 70.146.075 - Extended grant payments. (1) The department of ecology may enter into contracts with
local jurisdictions which provide for extended grant payments under which eligible costs may be paid on an
advanced or deferred basis.

(2) Extended grant payments shall be in equal annual payments, the total of which does not exceed, on a net
present value basis, fifty percent of the total eligible cost of the project incurred at the time of design and
construction. The duration of such extended grant payments shall be for a period not to exceed twenty years.
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The total of federal and state grant moneys received for the eligible costs of the project shall not exceed fifty
percent of the eligible costs.

(3) Any moneys appropriated by the legislature from the water quality account shall be first used by the
department of ecology to satisfy the conditions of the extended grant payment contracts.

RCW 70.146.080 - Determination of tax receipts in water quality account -- Transfer of sufficient moneys
from general revenues. Within thirty days after June 30, 1987, and within thirty days after each succeeding
fiscal year thereafter, the state treasurer shall determine the tax receipts deposited into the water quality account
for the preceding fiscal year. If the tax receipts deposited into the account in each of the fiscal years 1988 and
1989 are less than forty million dollars, the state treasurer shall transfer sufficient moneys from general state
revenues into the water quality account to bring the total receipts in each fiscal year up to forty million dollars.
For the biennium ending June 30, 1991, if the tax receipts deposited into the water quality account and the
earnings on investment of balances credited to the account are less than ninety million dollars, the treasurer shall
transfer sufficient moneys from general state revenues into the water quality account to bring the total revenue
up to ninety million dollars. The determination and transfer shall be made by July 31, 1991.

For fiscal year 1992 and for fiscal years 1995 and 1996 and thereafter, if the tax receipts deposited into the water
quality account for each fiscal year are less than forty-five million dollars, the treasurer shall transfer sufficient
moneys from general state revenues into the water quality account to bring the total revenue up to forty-five
million dollars. Determinations and transfers shall be made by July 31 for the preceding fiscal year.

RCW 70.146.900 - Severability -- 1986 ¢ 3. If any provision of this act or its application to any person or
circumstance is held invalid, the remainder of the act or the application of the provision to other persons or
circumstances is not affected.

* Chapter 70.146 RCW, Water Pollution Control Facilities Financing
Page 4



Chapter 90.50A RCW, Water Pollution Control Facilities —Federal Capitalization Grants

RCW 90.50A.005 Purpose. The long-range health and environmental goals for the state of
Washington require the protection of the state's surface and underground waters for the health, safety, use,
enjoyment, and economic benefit of its people. It is the purpose of this chapter to provide an account to receive
federal capitalization grants to provide financial assistance to the state and to local governments for the
planning, design, acquisition, construction, and improvement of water pollution control facilities and related
activities in the achievement of state and federal water pollution control requirements for the protection of the
state's waters. [1988 ¢ 284 § 1.]

RCW 90.50A.010 Definitions. Unless the context clearly requires otherwise, the definitions in this
section apply throughout this chapter.

(1) "Department" means the department of ecology.

(2) "Eligible cost" means the cost of that portion of a water pollution control facility or activity that can
be financed under this chapter.

(3) "Fund" means the water pollution control revolving fund in the custody of the state treasurer.

(4) "Water pollution control facility” or "water pollution control facilities" means any facilities or
systems owned or operated by a public body for the control, collection, storage, treatment, disposal, or recycling
of wastewater, including but not limited to sanitary sewage, storm water, combined sewer overflows, residential,
commercial, industrial, and agricultural wastes, which are causing water quality degradation due to
concentrations of conventional, nonconventional, or toxic pollutants. Water pollution control facilities include
all equipment, utilities, structures, real property, and interests in and improvements on real property necessary
for or incidental to such purpose. Water pollution control facilities also include such facilities, equipment, and
collection systems as are necessary to protect federally designated sole source aquifers.

(5) "Water pollution control activities" means actions taken by a public body for the following purposes:
(a) To control nonpoint sources of water pollution; (b) to develop and implement a comprehensive management
plan for estuaries; and (¢) to maintain or improve water quality through the use of water pollution control
facilities or other means.

(6) "Public body" means the state of Washington or any agency, county, city or town, other political
subdivision, municipal corporation or quasi-municipal corporation, and those Indian tribes now or hereafter
recognized as such by the federal government.

(7) "Water pollution" means such contamination, or other alteration of the physical, chemical, or
biological properties of any waters of the state, including change in temperature, taste, color, turbidity, or odor
of the waters, or such discharge of any liquid, gaseous, solid, radioactive, or other substance into any waters of
the state as will or is likely to create a nuisance or render such waters harmful, detrimental, or injurious to the
public health, safety, or welfare, or to domestic, commercial, industrial, agricultural, recreational, or other
legitimate beneficial uses, or to livestock, wild animals, birds, fish, or other aquatic life.

(8) "Nonpoint source water pollution" means pollution that enters any waters of the state from any
dispersed water-based or land-use activities, including, but not limited to, atmospheric deposition, surface water
runoff from agricultural lands, urban areas, and forest lands, subsurface or underground sources, and discharges
from boats or other marine vessels.

(9) "Federal capitalization grants" means grants from the federal government provided by the water
quality act of 1987 (P.L. 100-4). [1988 ¢ 284 § 2.]

RCW 90.50A.020 Water pollution control revolving fund. (1) The water pollution control revolving
fund is hereby established in the state treasury. Moneys in this fund may be spent only after legislative

appropriation. Moneys in the fund may be spent only in a manner consistent with this chapter.

(2) The water pollution control revolving fund shall consist of:
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(a) All capitalization grants provided by the federal government under the federal water quality act of
1987;

(b) All state matching funds appropriated or authorized by the legislature;

(c) Any other revenues derived from gifts or bequests pledged to the state for the purpose of providing
financial assistance for water pollution control projects;

(d) All repayments of moneys borrowed from the fund;

(e) All interest payments made by borrowers from the fund;

(f) Any other fee or charge levied in conjunction with administration of the fund; and

(g) Any new funds as a result of leveraging.

(3) The state treasurer may invest and reinvest moneys in the water pollution control revolving fund in
the manner provided by law. All earnings from such investment and reinvestment shall be credited to the water
pollution control revolving fund. [1993 ¢ 329 § 1; 1992 ¢ 235§ 9; 1991 sp.s. ¢ 13 § 102; 1988 ¢ 284 § 3.]

RCW 90.50A.030 Use of moneys in fund. The department of ecology shall use the moneys in the
water pollution control revolving fund to provide financial assistance as provided in the water quality act of
1987:

(1) To make loans, on the condition that:

(a) Such loans are made at or below market interest rates, including interest free loans, at terms not to
exceed twenty years;

(b) Annual principal and interest payments will commence not later than one year after completion of
any project and all loans will be fully amortized not later then twenty years after project completion;

(c) The recipient of a loan will establish a dedicated source of revenue for repayment of loans; and

(d) The fund will be credited with all payments of principal and interest on all loans.

(2) Loans may be made for the following purposes:

(a) To public bodies for the construction or replacement of water pollution control facilities as defined
in section 212 of the federal water quality act of 1987;

(b) For the implementation of a management program established under section 319 of the federal water
quality act of 1987 relating to the management of nonpoint sources of pollution, subject to the requirements of
that act; and

(c) For development and implementation of a conservation and management plan under section 320 of
the federal water quality act of 1987 relating to the national estuary program, subject to the requirements of that
act.

(3) The department may also use the moneys in the fund for the following purposes:

(a) To buy or refinance the water pollution control facilities' debt obligations of public bodies at or
below market rates, if such debt was incurred after March 7, 1985;

(b) To guarantee, or purchase insurance for, public body obligations for water pollution control facility
construction or replacement or activities if the guarantee or insurance would improve credit market access or
reduce interest rates, or to provide loans to a public body for this purpose;

(c) As a source of revenue or security for the payment of principal and interest on revenue or general
obligation bonds issued by the state if the proceeds of the sale of such bonds will be deposited in the fund;

(d) To earn interest on fund accounts; and

(e) To pay the expenses of the department in administering the water pollution control revolving fund
according to administrative reserves authorized by federal and state law.

(4) Beginning with the biennium ending June 30, 1997, the department shall present a biennial progress
report on the use of moneys from the account to the chairs of the senate committee on ways and means and the
House of Representatives committee on appropriations. The first report is due June 30, 1996, and the report for
each succeeding biennium is due December 31 of the odd-numbered year. The report shall consist of a list of
each recipient, project description, and amount of the grant, loan, or both.

(5) The department may not use the moneys in the water pollution control revolving fund for grants.
[1996 ¢ 37 § 4; 1988 ¢ 284 § 4.]
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RCW 90.50A.040 Administration of fund. Moneys deposited in the water pollution control
revolving fund shall be administered by the department of ecology. In administering the fund, the department
shall:

(1) Allocate funds for loans in accordance with the annual project priority list in accordance with section
212 of the federal water pollution control act as amended in 1987, and allocate funds under sections 319 and 320
according to the provisions of that act;

(2) Use accounting, audit, and fiscal procedures that conform to generally accepted government
accounting standards;

(3) Prepare any reports required by the federal government as a condition to awarding federal
capitalization grants;

(4) Adopt by rule any procedures or standards necessary to carry out the provisions of this chapter;

(5) Enter into agreements with the federal environmental protection agency;

(6) Cooperate with local, substate regional, and interstate entities regarding state assessment reports and
state management programs related to the nonpoint source management programs as noted in section 319(c) of
the federal water pollution control act amendments of 1987 and estuary programs developed under section 320
of that act; and

(7) Comply with provisions of the water quality act of 1987. [1988 ¢ 284 § 5.]

RCW 90.50A.050 Loans from fund -- Requirements for recipients. Any public body receiving a
loan from the fund shall:

(1) Appear on the annual project priority list to be identified for funding under section 212 of the federal
water pollution control act amendments of 1987 or be eligible under sections 319 and 320 of that act;

(2) Submit an application to the department;

(3) Establish and maintain a dedicated source of revenue or other acceptable source of revenue for the
repayment of the loan; and

(4) Demonstrate to the satisfaction of the department that it has sufficient legal authority to incur the
debt for which it is applying. [1988 ¢ 284 § 6.]

RCW 90.50A.060 Defaults. If a public body defaults on payments due to the fund, the state may
withhold any amounts otherwise due to the public body and direct that such funds be applied to the indebtedness
and deposited into the account. [1988 ¢ 284 § 7.]

RCW 90.50A.070 Establishment of policies for loan terms and interest rates. The department shall
establish by rule policies for establishing loan terms and interest rates for loans made from the fund that assure
that the objectives of this chapter are met and that adequate funds are maintained in the fund to meet future

needs. [1988 ¢ 284 § 8.]

RCW 90.50A.900 Severability -- 1988 ¢ 284. If any provision of this act or its application to any
person or circumstance is held invalid, the remainder of the act or the application of the provision to other
persons or circumstances is not affected. [1988 ¢ 284 § 14.]
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Chapter 173.95A WAC, Uses and Limitations of Centennial Clean Water Funds

Sections:

WAC 173-95A-010 What is the purpose of this chapter?

WAC 173-95A-020  What are the definitions of key terms?

WAC 173-95A-030  How and under what conditions can money from the centennial fund be used?

WAC 173-95A-040  Where can I obtain details about the application and review process for centennial
funds?

WAC 173-95A-050  How can a local area have a role in determining funding priorities?

WAC 173-95A-060  What are the limitations on the use of funds?

WAC 173-95A-070  How does the Growth Management Act impact the use of funds?

WAC 173-95A-080  What is the "step process' for planning facilities and activities projects?

WAC 173-95A-090  What other laws, regulations or requirements must recipients comply with?

WAC 173-95A-100 How are grants and loans managed?

WAC 173-95A-110 General provisions.

WAC 173-95A-010 What is the purpose of this chapter?

The purpose of this chapter is to set forth limitations on the allocation and uses of moneys administered
by the department of ecology from a special fund within the state treasury known as the water quality account,
as authorized by chapter 70.146 RCW. This fund provides financial assistance, in the form of loans and grants
to meet high priority water quality management needs, to public bodies throughout the state of Washington.
Funded projects must address water quality problems related to public health and environmental degradation. In
order to encourage the timely use of funds provided by the state legislature, priority will be given to projects
shown to be ready to proceed.

WAC 173-95A-020 What are the definitions of key terms?

(1) "Activities" - see "water pollution control activity."

(2) "Applicant" means a public body that has applied for funding.

(3) "Best management practices" means physical, structural, and/or managerial practices, approved by
the department, that, when used singularly or in combination, prevent or reduce pollutant discharges.

(4) "Cash match" means funds to match the state share of a grant that are under the sole control of a
public body.

(5) "Centennial" means the centennial clean water fund.

(6) "Ceiling amounts" means the largest amount of financial assistance the department can provide to an
individual project. Ceiling amounts vary based on factors including the type of project and whether a loan or a
grant is awarded.

(7) "Commercial, industrial, and institutional flows" means the portion of the total flows to a facilities
project that originate from commercial establishments, industrial facilities, or institutional sources such as
schools, hospitals, and prisons.

(8) "Cost-effective alternative" means the alternative with the lowest present worth or equivalent annual
value that achieves the requirements of the facility and that recognizes environmental and other nonmonetary
considerations.

(9) "Department" means the department of ecology.

(10) "Easement," for the purposes of this rule, means a written agreement between a public body and an
individual landowner, that allows the public body to have access to the property at any time to inspect, maintain,
or repair activities or facilities installed with a loan or a grant, or to hold occasional public tours of the site for
educational purposes.

(11) "Eligible cost" means the portion of the cost of the facilities or activities project that can be
financed under the provisions of this chapter.
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(12) "Enforcement order" means an administrative order that is a document issued by the department
under the authority of RCW 90.48.120 and that directs a public body to complete a specified course of action
within an explicit period of time to achieve compliance with the provisions of chapter 90.48 RCW.

(13) "Engineering report" means a report that evaluates engineering and other alternatives that meet the
requirements set forth in chapter 173-240 WAC, Submission of plans and reports for construction of wastewater
facilities.

(14) "Environmental emergency" means a problem that a public body and the department agree poses a
serious, immediate threat to the environment or to the health or safety of a community, and requires immediate
corrective action.

(15) "Estimated construction cost" means the estimated sum of moneys, excluding sales tax, to be paid
to construction contractors and suppliers for all labor, materials, equipment, and other related work necessary to
construct the proposed project.

(16) "Existing needs" means water pollution control facilities capability for the existing population in
order to meet the requirements of the water quality based effluent limitations in the recipient's National Pollution
Discharge Elimination System or state waste discharge permit.

(17) "Existing residential need" means water pollution control facilities capability for the existing
residential population in order to meet the water quality based effluent limitations in the recipient's National
Pollution Discharge Elimination System or state waste discharge permit.

(18) "Excess capacity" means water pollution control facilities capability beyond what is needed for the
existing residential population to meet the water quality based effluent limitations in the recipient's National
Pollution Discharge Elimination System or state waste discharge permit.

19) "Extended grant payments" means cash disbursements for eligible project costs made under a
g pay g proj
multiyear centennial grant agreement according to conditions established in RCW 70.146.075 and funded
through legislative appropriations.  Extended grant payments do not follow the normal process of
reimbursement for actual costs incurred.

(20) "Facilities plan" means an engineering report that includes all the elements required by the National
Environmental Policy Act, other federal statutes, and planning requirements under chapter 173-240 WAC,
y p g req p

Submission of plans and reports for construction of wastewater facilities.
(21) "Facilities" - see "water pollution control facilities."
22) "Force account" means loan or grant project work performed using labor, materials, or equipment
g proj p g quip
of a public body.
23) "Funding cycle" means the annual cycle of activities related to allocating funds for a single fiscal
gy y g g
year.
24) "Funding cut-off line" means the position on a final offer list ranked by priority below which
g p yp y
financial assistance will not be offered from that fund, proviso, or funding category.

(25) "Funding list" - see "offer list."

(26) "Grant agreement" means a contractual arrangement between a public body and the department that
includes an approved scope of work, total project cost, set grant percentage, eligible costs, budget, and a
schedule for project completion (in addition to other requirements).

mmediate corrective action" means that the director of the department or the director's designee

27) "Immediat t tion" that the director of the department or the director's desig
has determined that the project must proceed to correct the problem in a timely manner before funds are
available during the next regular funding cycle. This usually would involve a "public health emergency" or an
"environmental emergency."

ndirect cost" means costs that benefit more than one activity of the recipient and that may not be

28) "Indirect cost" ts that benefit th tivity of th pient and that may not b
directly assigned to a particular project objective.

(29) "Infiltration and inflow" means water, other than wastewater, that enters a sewer system.

(30) "Infiltration and inflow correction" means the cost-effective alternative or alternatives identified in
an approved facilities plan or engineering report for eliminating or reducing the infiltration and inflow from an
existing sewer system.
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31) "In-kind contributions" means the value of noncash contributions provided by a public body or an
p yap y y

other approved parties.

32) "Interlocal costs" means the cost of goods or services provided to a project under the terms of an

g p proj

interlocal agreement by a public body eligible to apply for centennial funds. These costs may be considered as
part of a cash match if they are eligible for funding under the grant agreement.

33) "Loan agreement" means a contractual arrangement between a public body and the department that

g g p y p

involves a disbursement of funds that must be repaid. The agreement includes an approved scope of work, total
project cost, loan terms (including interest rates) and a repayment schedule.

34) "Loan default" means failure to make a loan repayment within sixty days after the payment was

pay y day pay

due.

(35) "Local prioritization process" means a process to prioritize projects locally as specifically described
in Section 050 of this chapter.

36) "Match" means the portion of the eligible project costs not covered by a grant, including actual

p g proj yag g

cash outlays, and noncash (in-kind) contributions.

37) "Maximum eligible costs" means the ceiling on the portion of the costs of a project that are eligible.

g g p proj g
38) "Nonpoint source water pollution" means pollution that enters any waters from widespread water-
p p p y p

or land-based activities. Nonpoint source water pollution includes, but is not limited to, atmospheric deposition;
surface water runoff from agricultural lands, urban areas, and forest lands; subsurface or underground sources;
and discharges from boats or other marine vessels.

39) "Offer list" means a list of projects prioritized for receiving financial assistance from the centennial

proj p g

program.

40) "Previously funded objective" means a project or project element intended to address the same need

y ) proj proj

as a project or project element that has been previously funded by a loan or grant from a funding program
administered by the department.

41) "Project" means water pollution control facilities or activities for which a loan or grant is awarded

) p g

by the department.

42) "Public body" means the state of Washington or any agency, county, city or town, conservation

y g y agency y, city

district, other political subdivision, municipal corporation, quasi-municipal corporation, and those Indian tribes
now or hereafter recognized by the federal government.

43) "Public health emergency" means a situation in which illness or exposure known to cause illness is

geney p

occurring or is imminent (as determined by the Washington State department of health).

44) "Recipient" means a public body that applied for funding, has been offered funding, and has signed

p p y pp g g g

a funding agreement with the department.

45) "Scope of work" means a detailed description of a project, including measurable objectives useful

P p proj g )

for determining successful completion. The scope of work is negotiated between the department and the loan or
grant recipient.

46) "Severe public health hazard" means a situation in which the potential for illness exists, but illness

p p

is not occurring or imminent (as determined by the Washington State department of health).

(47) "Sewer" means a pipe and related pump stations located on public property, or on public rights of
way and easements, that conveys wastewater from individual buildings or groups of buildings to a treatment
plant.

(48) "Side sewer" means a sanitary sewer service extension from the point five feet outside the building
foundation to the publicly owned collection sewer.

(49) "Small flows" means flows from commercial, industrial, or institutional sources that enter a
sanitary sewer system.

(50) "Step process" means a systematic process that facilities projects must follow to be eligible for
loans or grants.

(51) "Total eligible project cost" means the sum of all costs associated with a water quality project that
have been determined to be eligible for loan or grant funding.
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(52) "Total project cost” means the sum of all eligible and ineligible costs associated with a water
quality project.

(53) "Water pollution control activities" or "activities" means actions taken by a public body for the
following purposes:

(a) To prevent or mitigate pollution of underground water;

(b) To control nonpoint sources of water pollution;

(c) To restore the water quality of freshwater lakes; and

(d) To maintain or improve water quality through the use of water pollution control facilities or other
means.

(54) "Water pollution control facilities" or "facilities" means any facilities or systems for the control,
collection, storage, treatment, disposal, or recycling of wastewater, including, but not limited to, sanitary
sewage, storm water, residential, commercial, industrial, and agricultural wastes, which are causing water
quality degradation due to concentrations of conventional, nonconventional, or toxic pollutants. Water pollution
control facilities include all equipment, utilities, structures, real property, and interests in and improvements on
real property necessary for or incidental to such purpose. Water pollution control facilities also include such
facilities, equipment, and collection systems as are necessary to protect federally designated sole source
aquifers.

(55) "Water pollution" means contamination or other alteration of the physical, chemical, or biological
properties of any waters of the state, including change in temperature, taste, color, turbidity, or odor of the
waters; or any discharge of a liquid, gas, solid, radioactive substance, or other substance into any waters of the
state that creates a nuisance or renders such waters harmful, detrimental, or injurious to the public, to beneficial
uses, or to livestock, wild animals, birds, fish, or other aquatic life.

(56) "Water resource inventory area" or "WRIA" means one of sixty-two watersheds in the state of
Washington, each composed of the drainage areas of a stream or streams, as established in chapter 173-500
WAC as it existed on January 1, 1997.

WAC 173-95A-030 How and under what conditions, can money from the centennial fund be used?

(1) Uses of the money. The centennial fund may be used for the following purposes:

(a) To make loans and grants to applicants in order to finance the planning, design, or construction of
water pollution control facilities; and

(b) To make loans and grants to applicants for the implementation of nonpoint source pollution control
management programs subject to the requirements of chapter 70.146 RCW. Nonpoint source pollution control
management programs include planning and implementing elements of the nonpoint source pollution assessment
and management program.

(2) Eligibility to apply for funding. Eligible applicants and funding recipients under the centennial fund
are public bodies, including the state of Washington or any agency, county, city or town, conservation district,
other political subdivision, municipal corporation, quasi-municipal corporation, and those Indian tribes now or
hereafter recognized by the federal government.

(3) Program integration. While maintaining the integrity of individual funding programs, the
department will combine the management of the centennial program with certain compatible funding programs,
including, but not limited to, the Washington state water pollution control revolving fund, and the Clean Water
Act, Section 319 nonpoint source fund. The combined management will include combined funding cycles,
combined program guidelines, and combined funding offer lists. Applicants will not be asked to apply for funds
from a specific funding source, only whether they are applying for loan or grant funding for their projects. After
developing a prioritized list of projects proposed for funding (based on review of applications), the department
will decide which funding source best meets the needs of each individual project. *

(4) Unless demand for funding for activities projects is limited, a maximum of two-thirds of the
available funds for competitive projects for any fiscal year will be made available for projects related to water
pollution control facilities.
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(5) Normally, the department will fund loan projects or the loan portion of loan and grant projects from
the Washington state water pollution control revolving fund whenever the project is eligible for state water
pollution control revolving loan fund funding and the funding is available.

(6) Funding for activities projects:

(a) Activities grants made under the centennial program must be matched with any combination of cash
or in-kind that totals twenty-five percent of the total eligible project cost.

(b) Grants for activities projects made under the centennial program are subject to ceiling amounts of:

(i) Five hundred thousand dollars if the match for the grant is entirely in the form of cash; or

(i1)) Two hundred fifty thousand dollars if any part of the match is in the form of in-kind goods and
services.

(c) Loans for activities projects made under the centennial program are subject to ceiling amounts of
five hundred thousand dollars and no match is required.

(7) Funding for facilities projects:

(a) Applicants seeking funding for facilities projects may only apply for loans, but may specify on their
application that they would like their project to be analyzed for financial hardship consideration. Some grant
funding may be available each funding cycle for a limited number of facilities projects that qualify for financial
hardship consideration.

(b) Ceiling amounts for loans under the centennial program: Loans for facilities projects are limited to
half the total eligible cost of the project, or five million dollars, whichever is less: Provided, That this amount
does not exceed one-third of the available funds for competitive projects for a single funding cycle.

(c) No match is required for loans made under the centennial program.

(d) Ceiling amounts for grants for facilities construction projects made to offset hardship under the
centennial program: When a hardship analysis by the department shows that an applicant requesting funding for
a facilities construction or "step three" project is eligible for grants, facilities construction grants made under the
centennial program are subject to ceiling amounts of half the total eligible cost of the project plus an
unemployment differential, as described in subsection (8)(c)(ii) of this section, or five million dollars, whichever
is less: Provided, That this amount does not exceed one-third of the available funds for competitive projects for
that fiscal year. These ceiling amounts are the maximum that can be provided in the form of grant funds for the
life of the project as specified in a facilities plan approved by the department, except as provided for in (h) of
this subsection.

(e) Ceiling amounts for grants for facilities projects consisting of combined design and construction:
When a hardship analysis by the department shows that a recipient initiating a facilities design and construction
or "step four" project, as provided for in WAC 173-95A-080 (2)(d), is eligible for grants, facilities construction
grants made under the centennial program are subject to ceiling amounts of half the total eligible cost for the
construction portion of the project. The total project cost under step four may not exceed one million dollars. If
the total project cost for a step four project exceeds one million dollars, no portion of the project may be funded
with centennial loan or grant funds.

(f) Facilities grants to meet hardship made under the centennial program must be matched with
sufficient cash to meet the total eligible project cost when combined with the grant amount. The applicant is
encouraged to negotiate a funding package that provides funding for the total eligible project cost in the form of
loans and grants from the department. Towards this goal, the applicant must accept a loan from the department
for all or part of the remainder of the total eligible project cost. At a minimum, this loan must be for the
remaining portion of the eligible cost of the project, or for an amount equal to the grant portion, whichever is
less.

(g) A facilities construction project that is eligible for grant funding due to hardship consideration and is
prioritized exactly at the funding cutoff point for facilities projects on the final offer list may receive only partial
grant funding in a single funding cycle due to lack of available funds. In this case, if funds are available for the
project and if the project can be shown to have proceeded during the intervening year according to the
provisions of WAC 173-95A-100, the project will be offered the remaining amount as eligible under (b) of this
subsection in the next funding cycle, subject to sufficient legislative appropriation.
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(h) In exceptional cases where extreme levels of financial hardship exist, and the total eligible grant
amount of a project has been determined by the department to be greater than five million dollars, applicants
may be awarded financial assistance in the form of equal annual extended payment grants over a period of at
least ten and no more than twenty years. Extended grant payments must be approved by the legislature and
funding must be appropriated in the Washington State biennial capital budget for each biennium in which
extended grant payments are made.

(8) Financial hardship assistance for facilities construction:

(a) Financial hardship assistance may be available to loan recipients for the existing residential need
portion of a water pollution control facilities construction project if the project will cause a residential sewer
user charge in excess of one-and- one-half percent of the median household income.

(i) Median household income for this purpose is based on the most recent available census data, updated
yearly based on inflation rates as measured by the Federal Bureau of Labor Statistics and published as the
Consumer Price Index.

(i1) If median household income data are not available for a community or if the community disputes the
data used by the department, the department will allow a local government to conduct a scientific survey to
determine the median household income.

(ii) In situations where a project is proposed for an area with demographics which may not be
representative of the entire census designated place, the department may require the applicant to conduct a
scientific survey to determine the median household income.

(iv) In rare cases where financial hardship cannot be established using residential user fees as a percent
of median household income, financial hardship determinations will be made on a case-by-case basis.

(b) The need for hardship assistance is calculated on water pollution control facilities construction costs
associated with existing residential need at the time an application for funding is received by the department.
The analysis does not include costs for growth. For example, if an applicant applies for ten million dollars to
finance facilities construction costs, where six million dollars is for existing residential need and the remaining
four million dollars is for growth, the hardship analysis would be based on the six million dollars for existing
residential need.

(c) If the department determines that financial hardship exists, it may make changes to the offer of
financial assistance in an attempt to lower the residential user charges below the financial hardship level for the
existing residential need. These changes may include:

(1) Structuring of the loan agreements to lengthen the repayment term to a maximum of twenty years; or

(i1) Lowering the interest rate; or

(iii) A combination of a lower interest rate and an extended term; and

(iv) If this is not sufficient, offering partial grant funding, not to exceed the ceiling amounts set in
subsection (7) of this section and not to exceed fifty percent of the eligible costs plus an unemployment
differential. The unemployment differential is determined by comparing the unemployment rate of the county in
which the proposed project is located with the statewide unemployment rate. In cases where the three-year
average for the county is at least one full percentage point above the three-year average state-wide
unemployment rate, the total three-year average unemployment rate for the county, rounded to the nearest whole
percentage point, will be used as the unemployment differential. The three-year average will be for the period
ending on December 31 of the most recent year for which a complete report is available from the department of
employment security at the time the hardship analysis is conducted.

(d) If an applicant is requesting financial hardship assistance, it should submit a completed financial
hardship analysis form with its application for financial assistance.

(9) Policies for establishing the terms of financial assistance. Interest rates for recipients will be based
on the average market interest rate. The average market interest rate will be based on the daily market rate
published in the Bond Buyer's Index for tax exempt municipal bonds for the period from sixty to thirty days
before the annual centennial funding application cycle begins, using the daily market interest rate for that
period. Loan terms and interest rates are as follows:

Repayment period interest rate.
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Up to five years: Thirty percent of the average market rate.

More than five but no more than twenty years: Sixty percent of the average market rate.

The director of the department or the director's designee may approve lower interest rates for annual
funding application cycle for the centennial fund and the Washington state pollution control revolving fund:
Provided, That this may only be done if a financial analysis of the Washington state pollution control revolving
fund demonstrates that lower interest rates for that year are not detrimental to the perpetuity of that fund.

WAC 173-95A-040 Where can I obtain details about the application and review process for centennial
funds?

(1) Applicants must apply for financial assistance in order to be considered for funding and for their
projects to be included on the funding offer list. Projects must be on the funding offer list in order to receive
centennial financial assistance.

(a) A schedule of the annual funding cycle will be published no later than the last business day of
November each year.

(b) The period during which applications are accepted each year will last a minimum of sixty days, and
application forms and guidelines for that year will be made available at the beginning of that period.

(c) In the first thirty days of the period during which applications are accepted each year, the department
will conduct at least one application workshop in each of the department's four regions.

(2) The application for funding will consist of two parts. Part one of the application will request
information for identification, description, and other information about the project for tracking purposes, and
part two of the application will request information about the water quality problem or problems being
addressed by the project and the proposed solutions to the problems. In the application, applicants will be asked
to fully describe the environmental and financial need for the project. Applications for centennial financial
assistance for facilities projects must address problems such as public health emergencies, severe public health
hazards, the need to provide secondary or advanced treatment, the need to improve and protect water quality,
reduction of combined sewer overflows, and other environmental needs. Applications for centennial financial
assistance for nonpoint projects must address the remedies and prevention of water quality degradation
associated with nonpoint source water pollution and must not be inconsistent with needs identified in the
department's nonpoint source pollution assessment and management program.

(3) The application form, part two, will include five main question areas, each with subsidiary questions
designed to elicit the information needed to evaluate the project. The maximum points awarded for these
question areas equal ninety percent of the total possible score with a maximum of ten percent coming from local
prioritization. The local prioritization process is described in detail in WAC 173-95A-050. The five main
question areas and their associated maximum point percentages are:

(a) "What is the overall water quality problem and how will the problem be solved or addressed by the
project?" This question is intended for general background purposes and to give evaluators an overview of the
proposed project; no points are assigned.

(b) "What are the specific public health and water quality impairments caused by the problem and what
are the pollution prevention aspects?" This question area is worth a maximum of thirty-four percent of the total
score.

(c) "How will your proposed project address the water quality problem, and what are your measures of
success?" This question area is worth a maximum of thirty-four percent of the total score.

(d) "What are some of the local initiatives you have taken that will help make your project a success?"
This question area is worth a maximum of twelve percent of the total score.

(e) "Are there any state of Washington or federal mandates that this proposed project addresses?" This
question area is worth a maximum of ten percent of the total score.

(4) The department will evaluate the proposed projects based on the information contained in the
applications.

(a) Projects will be ranked according to potential water quality benefit and protection of public health.
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(b) Projects which have the highest environmental and public health need will be given priority for
financial assistance under the centennial program.

(c) Because funds must be used in a timely manner, readiness to proceed is also used in establishing the
priority of projects.

(d) Other factors, including funding provisions in chapter 70.146 RCW, provisos identified in the
department's biennial capital budget, relationship to the department's published plans, and relationship to
published plans created by other federal and state agencies will be included in the priority evaluation.

(e) The department will request other agencies, including, but not limited to, the Washington state
conservation commission, the Puget Sound action team, and the Washington state department of health, to
provide evaluation assistance as needed.

(f) The department will coordinate maximum funding amounts and other issues with other state and
federal funding agencies when possible.

(5) The total score that each proposed project receives based on the application form, part two, will be
added to the local prioritization score (see WAC 173-95A-050 for more information on the local prioritization
process) to develop the final score for the proposed project.

(6) The department will prepare a draft funding offer list each year after evaluating all applications. The
draft funding offer list will list projects in rank order starting with the project receiving the most points in its
final score. This will also generally be the order that projects may be offered financial assistance. After issuing
the draft funding offer list, the department will allow a minimum of thirty days for public review and comment
on the draft funding offer list. No later than fifteen days before the end of the public review and comment
period the department will conduct at least one workshop to explain the draft funding offer list, answer
questions about the draft funding offer list and the evaluation process, and provide details on the public
comment process.

(7) The final funding offer list will be issued no later than sixty days after the end of the public review
and comment period. The final funding offer list will reflect any changes made as a result of public comments
or other information received during the public review and comment period, and will include a responsiveness
summary. The final funding offer list will generally list projects in the order that projects may be offered
financial assistance.

(8) Emergency loan funding:

(a) Emergency loan funding may be available on a case-by-case basis to respond to a public health
emergency (as designated by the Washington state department of health) or an environmental emergency (as
designated by the department) where:

(i) The public body requesting emergency funding immediately communicates directly with the
appropriate regional office of the department; and

(i1) There is a demonstrated need for immediate corrective action; and

(iii) The emergency is not based on a preexisting condition.

(b) If the department agrees that an emergency request should be funded, department staff will attempt
to identify funding for the project.

(c) No grant funds are available for emergency projects.

(d) If the emergency project is funded, the applicant must follow all other funding guidelines.

(e) Projects funded as emergencies should start immediately and be completed quickly.

WAC 173-95A-050 How can a local area have a role in determining funding priorities?

(1) Applicants may receive rating points based upon locally derived priorities. A maximum number of
local prioritization points equal to ten percent of the total evaluation points available to a project may be added
to the project evaluation points assigned by the department. These points are awarded to recognize the fact that
local agencies and other groups may have water quality priorities that differ from the statewide water quality
priorities. The department does not require that any particular criteria be used in determining local priorities,
but recommends that the local group be familiar with the water quality criteria the department uses as well as
any legislative mandates for funding consideration. Local prioritization is elective and applicants do not have to
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engage in or complete this process to be eligible for funding consideration. However, projects will not be
awarded local prioritization points if the process described here is not followed.

(2) The area used for the local prioritization process must be one entire water resource inventory area.

(3) Each local prioritization process must address all applications for water quality funding made to the
department for projects located in that water resource inventory area during the annual funding cycle for that
fiscal year.

(4) Priorities must be sent to the department in a written document showing a numeric priority ranking
for all eligible projects in a water resource inventory area. It must be signed by the representative of the lead
agency of a local planning group (if a local planning group is used) or, if an ad hoc group is used, by the
authorized representatives of each of the required organizations. Signatures indicate that the represented group
does not object to the specific priority ranking.

(5) In each water resource inventory area one group must complete the local prioritization effort. The
department will not accept local priorities from more than one source in each water resource inventory area.
The group must be one of the two types of groups described here:

(a) A local watershed planning group organized under RCW 90.82.060 (Watershed Planning Act). This
group may be used only if it includes at least three of the required groups described in this section, and if this
group is used, they must inform each of the other required groups of their priorities; or

(b) An ad hoc group consisting of a representative of all the required groups.

(6) The required groups are:

(a) The incorporated city, town, or municipal corporation with the largest population within the water
resource inventory area; and

(b) All counties with jurisdictional responsibility for at least twenty-five percent of the area within the
water resource inventory area; and

(c) The Washington state conservation district with the largest service area within the water resource
inventory area; and

(d) The special purpose district providing wastewater services with the largest population within the
water resource inventory area (districts that might meet this description include, but are not limited to, sewer
districts, water and sewer districts, and public utility districts); and

(e) All federally recognized tribes having reservations or fishing rights within the water resource
inventory area.

(7) In cases where a required signatory to the ad hoc group process refuses to become involved with the
process, does not respond to the request to become involved, or agrees to become involved but does not do so,
the ad hoc group may provide the department with proof that the group was asked to participate. This proof
must be submitted with the signed list of priorities, by the deadline for submitting that list. Where this proof is
provided, the lack of the signature will not stop the department from awarding local priority points. Proof
should consist of copies of registered mail asking the required group to become involved.

(8) The list of local priorities, with signatures, is due to the department no later than forty-five days after
the end of the application period each fiscal year.

WAC 173-95A-060 What are the limitations on the use of funds?

(1) The centennial fund may be used to provide financial assistance to applicants for the construction of
water pollution control facilities and for water pollution control activities.

(2) Loan and grant offers identified on the final offer list will be effective for up to one year from the
date of the final offer list. All loan and grant offers that do not result in a signed agreement within the effective
offer period are automatically terminated.

(3) Limitations on commercial, industrial, and institutional flows:

(a) Flows from individual commercial, industrial, or institutional sources, are considered small when
they are less than five percent of the total existing needs, as identified by the department's engineers.
Collectively, flows from all individual commercial, industrial, or institutional sources are considered small when
they are less than thirty percent of the total existing needs, as identified by the department's engineers. The
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portion of a project designed to serve the needs of commercial, industrial, and institutional customers may be
funded using loans only, regardless of the level of financial capability in the jurisdiction applying for funding,
where the department has determined that the flows from commercial, industrial, and institutional customers are
"small."

(b) That portion of a project designed to serve the needs of local public primary and secondary schools
may be grant eligible in cases where the residential portion of a project has been determined to be eligible for
partial grant funding due to the level of financial capability in the public body applying for funding, under the
provisions of WAC 173-95A-030(8).

(4) Projects proposed by Washington state agencies will not be funded; except that activities projects
undertaken by state institutions of higher education are eligible to apply for funding when the activities are not
part of the school's statutory responsibilities.

(5) Ineligible projects or project elements. Certain projects or project elements, including, but not
limited to, the following, are not eligible for centennial assistance:

(a) Projects related to acts of nature that alter the natural environment, thereby causing water quality
problems;

(b) Cost-plus-a-percentage-of-cost contracts (also known as multiplier contracts), time and materials
contracts, and percent-of-construction contracts in facilities projects;

(c) Fines and penalties due to violations of or failure to comply with federal, state, or local laws;

(d) Projects or project elements intended solely for flood control;

(e) Interest on bonds, interim financing, and associated costs to finance projects;

(f) Landscaping for aesthetic reasons;

(g) Legal expenses other than those associated with development of local ordinances for water quality
protection and improvement, or with use of a bond counsel in developing a loan agreement;

(h) Lobbying or expenses associated with lobbying;

(i) Reclamation of abandoned mines;

(j) Monitoring equipment used by an industry for sampling and analysis of industrial discharges from
municipal water pollution control facilities;

(k) Office equipment;

(1) Operating expenses of local government, such as the salaries and expenses of a mayor, city council
member, city attorney, etc.;

(m) Routine or ongoing operation and maintenance costs;

(n) Overtime differential paid to employees of local government to complete administrative or force
account work;

(o) Permit fees;

(p) Personal injury compensation or damages arising out of the project, whether determined by
adjudication, arbitration, negotiation, or other means;

(q) Preparation of loan or grant applications;

(r) Costs associated with commercial, institutional or industrial pretreatment

(s) Professional dues;

(t) Projects or project elements solely addressing water quantity or other water resource issues;

(u) Refinance of existing debt;

(v) Replacement parts, other than those for an initial set of spare parts for equipment that is critical for a
facility to operate in compliance with discharge permit requirements;

(w) Rework costs associated with any project;

(x) Projects or project elements solely addressing solid or hazardous waste;

(y) Training staff to develop skills not identified in the loan or grant agreement;

(z) Vehicle purchase except for vehicles intended for the transportation of liquid or dewatered sludge or
septage;
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(aa) Water pollution control activities or facilities or portions of those facilities that are primarily
intended to control, transport, treat, dispose, or otherwise manage commercial, institutional or industrial
wastewater or other water pollution control needs from those sites.

(6) Loan-eligible projects or project elements. Certain projects or project elements, including, but not
limited to, the following, are ineligible for centennial grant assistance, but may be eligible for centennial loan
assistance:

(a) Implementation of best management practices on private property, with certain narrow exceptions
listed in subsection (8) of this section;

(b) Comprehensive sewer planning, including wastewater elements of capital facilities planning under
the Growth Management Act;

(c) Comprehensive storm water planning;

(d) Construction of water pollution control facilities with reserve capacities to meet up to one hundred
ten percent of existing residential needs;

(e) Land acquisition as an integral part of the treatment process (e.g., land application) or for prevention
of water pollution;

(f) Land acquisition for siting of water pollution control facilities, sewer rights of way, and easements,
and associated costs;

(g) Land acquisition for wetland habitat preservation;

(h) Local loan fund establishment for water pollution control;

(i) New sewer systems to eliminate failing or failed on-site septic systems;

(j) Design (plans and specifications) for water pollution control facilities (including storm water
facilities);

(k) Facilities plans for water pollution control facilities (including storm water facilities);

(1) Previously funded objectives;

(m) Residential and small commercial on-site septic system rehabilitation and replacement;

(n) Sewer laterals or individual pump stations or other appurtenances on private residential property;

(o) Value engineering for water pollution control facilities (including storm water facilities).

(7) Projects or project elements eligible only for loans except in hardship situations. Certain projects or
project elements, including, but not limited to, the following, may be eligible or partly eligible for centennial
grant assistance when hardship has been determined by the department, and eligible for a centennial loan when
hardship has not been demonstrated:

(a) Construction of combined sewer overflow abatement;

(b) Construction of facilities for the control, storage, treatment, disposal, or recycling of domestic
wastewater to meet existing need;

(c) Sewers and side sewer laterals on public property for infiltration and inflow correction projects;

(d) Costs associated with transferring ownership of a small wastewater system to a public body;

(e) Storm water quality control, treatment, installation, or rehabilitation necessary to protect surface and
ground water;

(f) An initial set of spare parts for equipment that is critical for a facility to operate in compliance with
discharge permit requirements;

(g) Sewer to replace existing water pollution control facilities.

(8) Loan or grant eligible projects or project elements. Certain projects or project elements, including,
but not limited to, the following, may be eligible or partly eligible for centennial loan or grant assistance:

(a) Aquatic plant control when it has been established that water quality degradation is due to the
presence of aquatic plants, and sources of pollution have been addressed sufficiently to assure that pollution
being remediated does not recur;

(b) Implementation of best management practices on private property, where the practice consists of
demonstration of new, innovative or alternative technology not yet demonstrated in the Washington state
department of ecology region in which they are proposed, and where a public easement is given by the
landowner;
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(c) Implementation of best management practices in the riparian zone on private property consisting of
revegetation or fence construction and where a public easement is given by the landowner;

(d) Implementation of best management practices on public property;

(e) Computer equipment specific to funded project and identified in a funding agreement;

(f) Annual meeting or conference registration fees where attendee is making a formal presentation
related to the project;

(g) Watershed plan development and implementation;

(h) Diagnostic studies to assess current water quality;

(i) Water quality education and stewardship programs;

(j) Environmental checklists, assessments, and impact statements necessary to satisfy requirements for
the State Environmental Policy Act (SEPA) and the National Environmental Policy Act (NEPA);

(k) Equipment and/or tools for activities projects as identified in a funding agreement;

(1) Farm planning;

(m) Ground water protection activities and programs;

(n) Riparian and wetlands habitat restoration and enhancement, including revegetation;

(o) Indirect costs at a rate of up to twenty-five percent of salaries and benefits, or as defined in the most
current edition of Administrative Requirements for Ecology Grants and Loans;

(p) Lake implementation projects and water quality planning activities on lakes with public access;

(q) Landscaping for erosion control directly related to a project, or site-specific landscaping in order to
mitigate site conditions and comply with requirements in the State Environmental Policy Act or the National
Environmental Policy Act;

(r) Monitoring effectiveness;

(s) Monitoring equipment used in a funded project for water quality assessment;

(t) Volunteer monitoring programs;

(u) Monitoring water quality;

(v) Costs associated with the establishment of an area-wide program for ongoing maintenance of on-site
wastewater systems;

(w) On-site wastewater system surveys;

(x) Development and dissemination of model ordinances to prevent or reduce pollution from nonpoint
sources;

(y) Public participation and public awareness directly related to the project;

(z) Light refreshments for advisory group meetings when specified in loan or grant agreement;

(aa) Sales tax;

(bb) Sediment reduction practices and projects;

(cc) Stream restoration projects or other bioengineering for water quality purposes;

(dd) Total maximum daily load study development and implementation;

(ee) Training recipient staff to develop skills specific and necessary to the funded project and where the
training is identified in the loan or grant agreement;

(ff) User charge system development; wastewater or storm water utility rate studies;

(gg) Comprehensive basin, watershed, and area-wide water quality planning;
(hh) Implementation of eligible projects identified in watershed plans;
(i1) Wellhead protection.

WAC 173-95A-070 How does the Growth Management Act impact the use of funds?

(1) A local government not in compliance with the Growth Management Act may not receive loans or
grants from the department, except that, in limited circumstances, a local government that is not in compliance
with the Growth Management Act may receive loans or grants from the department where necessary to address a
public health need or substantial environmental degradation.

(2) For the purposes of this chapter, "compliance with the Growth Management Act" means that:
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(a) A county, city, or town that is required to or chooses to plan under RCW 36.70A.040 has adopted a
comprehensive plan and development regulations in conformance with the requirements of chapter 36.70A
RCW, after it is required that the comprehensive plan and development regulations be adopted; and

(b) The county, city, or town has not been found out of compliance by a growth management hearings
board; or

(c) A growth management hearings board has found a county, city, or town in compliance with the
requirements of chapter 36.70A RCW, after previously finding the county, city, or town was not in compliance.

(3) For the purposes of this chapter, a public health need related to a loan or grant must be documented
by a letter signed by the secretary of the Washington state department of health or his or her designee and
addressed to the public official who signed the loan or grant application. "Public health need" means a situation
where:

(a) There is a documented potential for:

(i) Contaminating a source of drinking water; or

(i1) Failure of existing wastewater system or systems resulting in contamination being present on the
surface of the ground in such quantities and locations as to create a potential for public contact; or

(iii) Contamination of a commercial or recreational shellfish bed as to create a critical public health risk
associated with consumption of the shellfish; or

(iv) Contamination of surface water so as to create a critical public health risk associated with
recreational use; and

(b) The problem generally involves a serviceable area including, but not limited to, a subdivision, town,
city, or county, or an area serviced by on-site sewage disposal systems; and

(c) The problem cannot be corrected through more efficient operation and maintenance of an existing
wastewater disposal system or systems.

(4) For the purposes of this chapter, a substantial environmental degradation related to a loan or grant
must be documented by a letter signed by the director of the department or his or her designee and addressed to
the public official who signed the loan or grant application. "Substantial environmental degradation” means
that:

(a) There is a situation causing real, documented, critical environmental contamination that:

(1) Contributes to violations of the state's water quality standards; or

(i1) Interferes with beneficial uses of the waters of the state; and

(b) The problem generally involves a serviceable area including, but not limited to, a subdivision, town,
city, or county, or an area serviced by on-site sewage disposal systems; and

(c) The problem cannot be corrected through more efficient operation and maintenance of an existing
wastewater disposal system or systems.

(5) A county, city, or town that has been offered a loan or grant for a water pollution control facilities
project may not receive loan or grant funds while the county, city, or town is not in compliance with the Growth
Management Act unless:

(a) Documentation showing that a public health need has been provided by the Washington state
department of health; or documentation showing that a substantial environmental degradation exists has been
provided by the department; and

(b) The county, city, or town has provided documentation to the department that actions or measures are
being implemented to address the public health need or substantial environmental degradation; and

(c) The department has determined that the project is designed to address only the public health need or
substantial environmental degradation described in the documentation, and does not address unrelated needs
including, but not limited to, provisions for additional growth.

WAC 173-95A-080 What is the "step process" for planning facilities and activities projects?
(1) The step process: The "step process" is a systematic method for proceeding with projects. The step
process begins with site-specific planning, and continues through design to construction or implementation. It is
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required for facilities construction projects and, in a modified form, is required for some kinds of activities
projects and recommended for all kinds of activities projects.

(2) The step process for facilities: To be eligible for a centennial loan or grant, facilities projects must
follow the step process.

(a) Before a public body with a facilities project is eligible to apply for funds, all previous steps must be
approved by the department in order to help ensure that funds are spent in a timely matter on projects
proceeding towards a successful outcome. Funding for site-specific facilities planning (step one) or design (step
two) does not guarantee the awarding of future loans or grants for construction (step three). The department will
not sign a loan or grant agreement until all previous steps have been completed and approved by the department.

(b) Planning (step one): Step one involves the preparation of a site-specific facilities plan that identifies
and prioritizes the cost-effective alternatives for addressing a water pollution control problem with or without
state and federal funding. There is no prerequisite for planning. If there is an existing engineering report,
prepared with or without department funding, it must be upgraded for centennial loan or grant eligibility if it
does not meet the definition of a facilities plan.

(c) Design (step two): Step two includes the preparation of plans and specifications for use in
construction. These must be based on the preferred cost-effective alternative identified in the facilities plan.
Facilities plans must be approved by the department before an application for design can be considered for
funding, regardless of whether or not the facilities planning documents were funded by a department grant or
loan.

(i) Due to specific loan and grant review criteria, facilities plans approved by the department for
purposes other than securing a loan or grant will not be accepted for design purposes.

(i1) Facilities plans approved by the department more than two years prior to the close of the loan and
grant application period must contain evidence of recent review by the department to ensure the document
reflects current conditions.

(d) Construction (step three): Step three includes the actual building of facilities based on the approved
design. Design must be approved by the department before an application for construction can be considered
for funding.

(e) Design and construction (step four): In some cases, design and construction may be combined into
one loan award, which is called step four. Different ceiling amounts apply to step four projects, as provided for
in WAC 173-95A-030. Applications for step four loans will be accepted and considered for funding if it can be
demonstrated that step two (design) can be completed and approved by the department within one year of the
date the final offer list is made public.

(3) Prerequisite documents for facilities projects: Draft documents must be sent to the department's
engineers at least sixty days prior to end of application cycle for approval by end of application cycle.

(4) Step deviations. A deviation from the step process may be allowed only in a situation where the
Washington State department of health has declared a public health emergency and the proposed project would
remedy this situation.

(a) In this situation, the department will accept applications for funding consideration that do not follow
the step process. However, no loan or grant agreement will be signed until all previous steps have been
completed and approved by the department. This deviation from the step process will only allow an application
to be considered for funding - it does not guarantee that funding will be offered. It does not allow a loan to be
awarded until all step requirements have been satisfied.

(b) If a deviation is approved, the applicant may deviate by only one step. For instance, the department
could accept an application for design if planning was not completed and approved, or an application for
construction if design was not completed and approved. However, the department may not accept an application
for construction if planning was not completed and approved, which would be a two step deviation.

(5) The step process for activities.

(a) Two kinds of activities projects must follow the step process:

(1) Best management practices; and

(i1) Lake projects.
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(b) In other cases, the step process for activities is not required, however the department encourages all
applicants to plan activities.

(c) The steps involved in the step process for activities are:

(i) Planning (step one) involves the identification of problems and evaluation of cost-effective
alternatives, based on environmental and economic considerations, for correcting and preventing water quality
problems. Specific activities may include planning for watershed management, ground water management
areas, lake restoration, and water quality assessment and other related activities. If the planning document is one
that must be approved by a government agency or public body other than the applicant, it must be signed before
the applicant is eligible to apply for step two funding.

(i1) Implementation (step two) includes the actual implementation of the project based on the planning
document. Where the project includes any type of construction, a design element may be included in step two.

WAC 173-95A-090 What other laws, regulations or requirements must recipients comply with?

(1) Recipients shall fully comply with all federal, state, and local laws and regulations related to
procurement, discrimination, labor, job safety, and drug-free environments. The recipient shall also comply
with the state and federal minority-and-women-owned business regulations. Applications must not be
inconsistent with pertinent adopted water quality plans.

(2) If a loan or grant is provided for water pollution control facilities, recipients shall submit a
declaration of construction of water pollution control facilities to the department within thirty days of project,
phase, or segment completion.

(3) Recipients must maintain accounting records in accordance with "generally accepted government
accounting standards." These standards are defined as, but not limited to, those contained in the United States
General Accounting Office publication "Standards for Audit of Governmental Organizations, Programs,
Activities, and Functions."”

(4) Accounting irregularities may result in an immediate stoppage of payment until irregularities are
resolved. The director of the department may require immediate repayment of misused loan or grant funds.

WAC 173-95A-100 How are grants and loans managed?

(1) Timely use of funds: Projects funded with loans or grants from the centennial fund must be spent in
a timely fashion so that funds are put to work for the water quality of the state as soon as possible. To
accomplish this, certain time restrictions are placed on the use of funds as follows:

(a) Work on a project must be started within sixteen months of the publication date of the final offer list
on which the project was proposed.

(1) Any expenditure of funds which is eligible for reimbursement under the terms of the loan or grant
agreement constitutes starting the project.

(i1) No more than one time extension of no more than twelve months may be made when there are valid
reasons for the extension and when the extension is included in the signed funding agreement with the
department.

(ii1) Valid reasons for a time extension allowing a start date more than sixteen months after the
publication date of the final offer list are limited to:

(A) Schedules included in water quality permits, consent decrees, or enforcement orders; or

(B) The recipient and the department agree that there is a need to do work during an environmental
window in a specific season of the year.

(iv) If the funding recipient has one of these valid reasons to wait longer than sixteen months to start the
project, the reasons why it will take longer and the schedule the recipient will follow must both be stated clearly
in a signed loan or grant agreement.

(b) Work on a project must be completed within five years of the publication date of the final offer list
on which the project was proposed or within a shorter time period if the shorter period is identified in the
funding agreement for the project. When all work identified in the funding agreement scope of work is finished,
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the project is deemed to be completed. After the five-year time limit is reached, no further expenditures may be
reimbursed unless an extension is made.

(i) No more than one time extension of no more than twelve months may be made when there are valid
reasons for the extension; and

(A) The extension is requested no less than three months before the funding agreement is due to expire;
and

(B) The department's water quality program manager agrees that the extension is for a valid reason.

(i1) Valid reasons for a time extension are limited to:

(A) Schedules included in water quality permits, consent decrees, or enforcement orders; or

(B) The recipient and the department agree that there is a need to do work during an environmental
window in a specific season of the year.

(iii) If the funding recipient has one of these valid reasons to be allowed a time extension, the reasons
why it will take longer and the schedule the recipient will follow must both be stated clearly in a signed
amendment to the existing loan or grant agreement.

(c) In-kind goods and services may be used as match for activities grants subject to ceiling amount
restrictions covered in WAC 173-95A-030 and subject to the most recent edition of Administrative
Requirements for Ecology Grants and Loans.

(d) In-kind goods and services may be used as match for facilities grants only in the case of projects
undertaken under the small town environmental program, or "STEP."

(2) Prior authorization to incur costs. In cases where a project has been identified on a final offer list,
the applicant may make a written request to the water quality program manager, asking to begin incurring costs
related to a loan or grant for which there is not yet a signed loan or grant agreement. If the department concurs
with this request, the water quality program manager will send the applicant a letter authorizing the costs. The
applicant incurs the costs at their own risk. When an agreement is signed, previously incurred costs that are not
eligible under the terms of the agreement are the sole responsibility of the applicant.

(3) Appeals of loan and grant agreement decisions: The only decisions which may be appealed are
written decisions by the department made during the effective loan or grant agreement period. Appeals must be
filed in writing to the department within forty-five days from the date of the disputed decision. Following the
final decision of a dispute, the department and the recipient shall proceed with the project in accordance with the
decision rendered. Administrative or legal costs and other expenses incurred as part of an appeal will not be
eligible for reimbursement.

(4) The department, or at the department's discretion another authorized auditor, may audit the loan or
grant agreement and records.

(5) The administration of all loans and grants will be subject to all terms and conditions in a funding
agreement signed by the department and by the recipient.

(6) Ongoing management of most aspects of loan and grant projects is subject to the most recent edition
of Administrative Requirements for Ecology Grants and Loans, copies of which will be provided to all
recipients.

WAC 173-95A-110 General provisions.

(1) Other state and federal grant funding: Other grant funds provided by the state legislature, federal
government, or from other sources will be managed in a manner consistent with the centennial rule.

(2) For all projects, the recipient must acknowledge department financial assistance in all reports,
technical documents, publications, brochures, and other materials produced using funding from the loan or
grant. All site-specific projects must have a sign of sufficient size to be seen from nearby roadways,
acknowledging department financial assistance, and left in place throughout the life of the project. Department
logos must be on all signs and documents. Logos will be provided as needed.
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Chapter 173.98 WAC, Uses and Limitations of the Water Pollution Control Revolving Fund

Sections:

WAC 173-98-010
WAC 173-98-020
WAC 173-98-030

WAC 173-98-040

WAC 173-98-050
WAC 173-98-060
WAC 173-98-075
WAC 173-98-080
WAC 173-98-090
WAC 173-98-100

What is the purpose of this chapter?

What are the definitions of key terms?

How, and under what conditions, can money from the state water pollution control
revolving fund be used?

Where can I obtain more detail about the application, review, and issuance
processes for funds from the state water pollution control revolving fund?

What are the limitations on the use of funds and how are the funds categorized?
What is the step process for planning facilities and activities projects?

How does the Growth Management Act impact the use of funds?

Indemnification.

How are loans managed?

How do recipients comply with the state environmental review process?

WAC 173-98-110
WAC 173-98-120

What are the repayment options and schedules?
General provisions.

WAC 173-98-01 What is the purpose of this chapter?

The purpose of this chapter is to set forth limitations on the allocation and uses of moneys administered
by the department of ecology from a special fund within the state treasury known as the state water pollution
control revolving fund (SRF), as authorized by chapter 90.50A RCW. This fund provides financial assistance to
applicants throughout the state of Washington who need such assistance to meet high priority water quality
management needs.

WAC 173-98-020 What are the definitions of key terms?

Unless the context clearly requires otherwise, the definitions in this section apply throughout this

y req pply g

chapter.

1) "Act" means the Federal Water Pollution Control Act (33 U.S.C. 4661 et seq.).

q
2) "Applicant" means a public body that has applied for funding.
pp p y pp g
(3) "Best management practices" means physical, structural, and/or managerial practices approved by
the department or by another agency with regulatory oversight that, when used singularly or in combination,
p y geney g y g g y
prevent or reduce pollutant discharges.
4) "Concentrated animal feeding operation" means an animal livestock feeding operation that
g op g op
discharges animal waste to the waters of Washington state more frequently than the twenty-five year, twenty-
g g q y y y y
four hour storm event; or if the operation is under a department administrative order, notice of violation, a
P P
National Pollution Discharge Elimination System permit; or the operation will be required to have a National
g y p Y q
Pollution Discharge Elimination System permit coverage in the near future; or the department or the U. S.
Environmental Protection Agency determines the operation is considered to be polluting the waters of
Washington state.

(5) "Commercial, industrial, and institutional flows" means the portion of the total flows to a facilities
project that originate from commercial establishments, industrial facilities, or institutional sources such as
schools, hospitals, and prisons.

onstruction”" means the erection, installation, expansion, or improvement of water pollution
6) "Construction" th t tallat p p t of water pollut
control facilities or activities.
ost-effective alternative" means that alternative wi e lowest present worth or equivalent annua
7) "Cost-effect It tive" that alt t th the 1 tp t rth q lent 1
value that achieves the requirements of the project while recognizing the environmental and other nonmonetary
considerations.
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(8) "Defeasance" means the setting aside in escrow or other special fund or account of sufficient
investments and money dedicated to pay all principal of and interest on all or a portion of an obligation as it
comes due.

(9) "Department" means the Washington state department of ecology.

(10) "Design" means the plans and specifications for water pollution control facilities or activities.

(11) "Director" means the director of the Washington State department of ecology or his or her
authorized designee.

(12) "Easement," for the purposes of this rule, means a written agreement between a public body and an
individual landowner, that allows the public body to have access to the property at any time to inspect, maintain,
or repair activities or facilities installed with a loan or a grant, or to hold occasional public tours of the site for
educational purposes.

(13) "The effective date of the loan agreement" means the date the loan agreement is signed by the
department's water quality program manager.

(14) "Enforcement order" means an administrative order that is a document issued by the department
under the authority of RCW 90.48.120 and that directs a public body to complete a specified course of action
within an explicit period of time to achieve compliance with the provisions of chapter 90.48 RCW.

(15) "Engineering report" means a report that evaluates engineering and other alternatives that meet the
requirements set forth in Chapter 173-240 WAC, Submission of plans and reports for construction of wastewater
facilities.

(16) "EPA" means the United States Environmental Protection Agency.

(17) "Excess capacity" means water pollution control facilities capability beyond what is needed for the
existing residential population to meet the water quality based effluent limitations in the recipient's National
Pollution Discharge Elimination System or state waste discharge permit.

(18) "Existing residential need" means work required on the water quality based effluent limitations in
the recipient's water pollution control facilities for the existing residential population in order to meet the
recipient's National Pollution Discharge Elimination System or state waste discharge permit.

(19) "Facilities plan" means plans and studies necessary for treatment works to comply with enforceable
requirements of the act and with state statutes. Facilities plans must include a systematic evaluation of
alternatives that are feasible in light of the unique demographic, environmental or ecological, topographic,
hydrologic and institutional characteristics of the area. Facilities plans must also demonstrate that the selected
alternative is cost-effective.

(20) "Federal capitalization grant" means a federal grant awarded by EPA to the state as seed money to
help establish the state water pollution control revolving fund.

(21) "Financial assistance" means each of the four types of assistance specified in WAC 173-98-030
(1)(b) through (f) and other assistance authorized by Title VI of the act and chapter 90.50A RCW.

(22) "Funding cycle" means the annual cycle of activities related to allocating funds for a single fiscal
year.

(23) "Fund" means the state water pollution control revolving fund.

(24) "General obligation debt" means an obligation of the recipient secured by annual ad valorem taxes
levied by the recipient and by the full faith, credit, and resources of the recipient.

(25) "Initiation of operation" means the actual date the water pollution control facilities initiates
operation and the entity begins using the facilities for its intended purpose. This date may occur prior to final
inspection and will be determined by the department after consultation with the recipient. This date may be the
same or earlier than the date of project completion.

(26) "Infiltration and inflow" means water, other than wastewater, that enters a sewer system.

(27) "Infiltration and inflow correction" means the cost-effective alternative or alternatives identified in
an approved facility plan for eliminating or reducing the infiltration and inflow from an existing sewer system.

(28) "Intended use plan (IUP)" means a plan identifying the intended uses by the department of the
amount of funds available for financial assistance from the state water pollution control revolving fund (SRF)
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or that fiscal year as described in section c) of the act. The projects on the intended use plan will be ranke
for that fiscal y d bed tion 606 f the act. The project the intended use pl 11 be ranked
by environmental and financial need.

(29) "Loan agreement”" means a legal contract between a recipient and the state, enforceable under state
law, and specifying the terms and schedules under which assistance is provided.

(30) "Loan default" means failure to make a loan repayment within sixty days after the payment was
due.

(31) "Local prioritization process" means a process to prioritize projects locally.

(32) "Nonpoint source water pollution" means pollution that enters any waters of the state from any
dispersed water-based or land-use activities, including, but not limited to:

(a) Atmospheric deposition, surface water runoff from agricultural lands, urban areas, forest lands,
subsurface or underground sources; and

(b) Discharges from boats or other marine vessels.

(33) "Plans and specifications" means the construction contract documents and supporting engineering
documents prepared in sufficient detail to allow contractors to bid on and construct water pollution control

acilities. ans and specifications" and "design" may be used interchangeably.
facilit "P1 d specifications" and "design" may b d interchangeably
roject”" means the scope of work for which financial assistance is issued.
34) "Project" th, pe of work for which fi 1 t d
roject completion" means the date the project is determine e department as being complete.
35) "Project pletion" the date the project is det d by the department as being plet

(36) "Public body" means the state of Washington or any agency, county, city or town, other political
subdivision, municipal corporation or quasi-municipal corporation, and those Indian tribes recognized as such
by the federal government at the time the SRF loan agreement is signed.

(37) "Public health emergency" means a situation declared by the Washington State department of

ealth in which illness or exposure known to cause illness is occurring or is imminent.
health hich ill p kn t 11 g t
ecipient”" means an applicant for financial assistance which has signed an oan agreement.
38) "Recipient" pplicant for fi 1 t hich has signed an SRF 1 g t

(39) "Reserve account" means, for a loan that constitutes revenue-secured debt, the account of that name

created in the loan fund to secure the payment of the principal and interest on the loan.
ted in the loan fund t the payment of the principal and interest on the 1

(40) "Revenue-secured debt" means an obligation of the recipient secured by a pledge of the revenue of
a utility and one not of a general obligation of the recipient.

(41) "Scope of work" means a detailed description of a project, including measurable objectives useful
for determining successful completion. The scope of work is negotiated between the department and the loan or
grant recipient.

enior lien obligations" means all revenue bonds and other obligations of the recipient outstandin
42)"S 1 bligations" 11 bonds and other obligat f th pient outstanding
on the date of execution of this agreement (or subsequently issued on a parity therewith, including refunding
obligations) or issued after the date of execution of this agreement having a claim or lien on the gross revenue of
the utility prior and superior to the claim or lien of the loan, subject only to maintenance and operation expense.

(43) "Severe public health hazard" means a situation declared by the state department of health and the
department in which the potential for illness exists, even if the illness is not currently occurring or imminent.
For the purposes of this chapter there must be contamination of drinking water or contamination must be present
on the surface of the ground in such quantities and locations to create a potential for public contact. The
problem must generally involve a serviceable area including, but not limited to, a subdivision, town, city, or
county. Also, the problem must be one which cannot be corrected through more efficient operation and
maintenance of the wastewater disposal system(s).

(44) "Sewer" means a pipe and related pump stations located on public property, or on public rights of
way and easements, that conveys wastewater from individual buildings or groups of buildings to a treatment
plant.

(45) "Side sewer" means a sanitary sewer service extension from the point five feet outside the building
foundation to the publicly owned collection sewer.

(46) "Small flows" means flows from commercial, industrial, or institutional sources that enter a
sanitary sewer system.

(47) "State water pollution control revolving fund (SRF)" means the water pollution control revolving
fund established by RCW 90.50A.020.
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(48) "Step process" means a systematic process that facility projects must follow to be eligible for loans
or grants.

(49) "Total eligible project cost" means the sum of all costs associated with a water quality project that
have been determined to be eligible for loan or grant funding.

50) "Total project cost" means the sum of all eligible and ineligible costs associated with a water
proj g g
quality project.

(51) "Water pollution" means such contamination, or other alteration of the physical, chemical, or

biological properties of any waters of the state, including, but not limited to, change in:
gical prop y g g

(a) Temperature;

(b) Taste;

(c) Color;

(d) Turbidity; or

(e) Odor.

It also means a discharge of any liquid, gaseous, solid, radioactive, or other substance into any waters of
the state that will or is likely to create a nuisance or render those waters harmful, detrimental, or injurious to the
public health, safety, or welfare, or injurious to domestic, commercial, industrial, agricultural, recreational, or
other legitimate beneficial uses, or to livestock, wild animals, birds, fish, or other aquatic life.

(52) "Water pollution control activities" means actions taken by a public body to achieve the following
purposes:

a) To control nonpoint sources of water pollution;
p p
b) To develop and implement a comprehensive conservation and management plan for estuaries; and
p p p g p

(c) To maintain, improve, or protect water quality through the use of water pollution control facilities,

management programs, or other means.
53) "Water pollution control facilities" means any facilities or systems for the control, collection,
p y Y

storage, treatment, disposal, or recycling of wastewater. Wastewater includes, but is not limited to, sanitary
sewage, storm water, combined sewer overflows, residential, commercial, industrial, and agricultural wastes,
which are causing water quality degradation due to concentrations of conventional, nonconventional, or toxic

ollutants. Water pollution control facilities include all equipment, utilities, structures, real property integral to
p p quip property g
the treatment process, and interests in and improvements on real property necessary for or incidental to such

p p property y

urpose. Water pollution control facilities also include facilities, equipment, and collection systems which are
purp p quip y
necessary to protect federally designated sole source aquifers.

(54) "Water resource inventory areas," sometimes referred to as "WRIAs," means one of sixty-two
watersheds in the state of Washington, each composed of the drainage areas of a stream or streams, as
established in chapter 173-500 WAC as it existed on January 1, 1997. All parts of the state of Washington are

p ry p g
located in a single water resource inventory area.

WAC 173-98-030 How, and under what conditions, can money from the state water pollution control
revolving fund be used?

(1) Uses of the money. The state water pollution control revolving fund (SRF) may be used for the
following purposes:

(a) To accept and retain funds from capitalization grants provided by the federal government, state
matching funds appropriated in accordance with chapter 90.50A RCW, payments of principal and interest, and
any other funds earned or deposited;

(b) To make loans to applicants in order to finance the planning, design, and/or the construction of water
pollution control facilities, make loans to applicants for the implementation of nonpoint source pollution control
management programs (which includes planning and implementing elements of the nonpoint source pollution
assessment and management program), and make loans to applicants for the development and implementation of
a comprehensive estuary conservation and management plan, subject to the requirements of the act;

(c) To provide loans for up to twenty years reserve capacity for water pollution control facilities;
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(d) To buy or refinance the debt obligations incurred by applicants after March 7, 1985, for the
construction of water pollution control facilities. (March 7, 1985, was the date that the amendments adding Title
VI to the act were first considered by Congress. Any refinancing agreements must be for construction initiated
after that date according to federal and state law);

(e) To guarantee or purchase insurance for local obligations where such an action would improve credit
market access or reduce interest rates;

(f) As a source of revenue or security for the payment of principal and interest on revenue or general
obligation bonds issued by the state, if the proceeds of those bonds will be deposited in the fund; and

(g) To finance the reasonable costs incurred by the department in the administration of the account as
authorized by the act and chapter 90.50A RCW.

(2) Policies for establishing the terms of financial assistance. Recipients' interest rates will be based on
the average market interest rate. The average market interest rate will be based on the daily market rate
published in the Bond Buyer's Index for tax exempt municipal bonds for the period from sixty to thirty days
before the SRF annual funding application cycle begins, using the daily market interest rate for that period.

Loan terms and interest rates are as follows:

Repayment Interest Rate
Period
Up to five Thirty percent
years: of the average
market rate.
More than 5 Sixty percent
but no more of the average
than 20 years: market rate.

The director of the department of ecology or the director's designee may approve lower interest rates for
the annual funding application cycle if a financial analysis of the fund demonstrates that lower interest rates for
that year are not detrimental to the perpetuity of the fund.

(3) Financial hardship assistance for facilities construction.

(a) Financial hardship assistance may be available to loan recipients for the existing residential need
portion of a water pollution control facilities construction project if the project will cause a residential sewer
user charge in excess of one and one-half percent of the median household income.

(i) Median household income for this purpose is based on the most recent available census data, updated
yearly based on inflation rates as measured by the Federal Bureau of Labor Statistics and published as the
Consumer Price Index.

(i1) If median household income data are not available for a community or if the community disputes the
data used by the department, the department will allow a local government to conduct a scientific survey to
determine the median household income.

(iii) In situations where a project is proposed for an area with demographics which may not be
representative of the entire census designated place, the department may require a scientific survey to determine
the median household income.

(iv) In rare cases where financial hardship cannot be established using residential user fees as a percent
of median household income financial hardship determinations will be made on a case-by-case basis.

(b) The need for hardship assistance is calculated on water pollution control facilities construction costs
associated with existing residential need at the time an application for funding is received by the department.
The analysis does not include costs for growth. For example, if an applicant applies for ten million dollars to
finance facilities construction costs, where six million dollars is for existing residential need and the remaining
four million dollars is for growth, the hardship analysis would be based on the six million dollars for existing
residential need.
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(c) If the department determines that financial hardship exists, it may make changes to the offer of
financial assistance in an attempt to lower the residential user charges below the financial hardship level for the
existing residential need. These changes may include:

(i) Changing the structure of the loan agreements with terms to lengthen the repayment period to a
maximum of twenty years, lowering the interest rate, or a combination of a lower interest rate and an extended
term; and, if this is not sufficient,

(i) Offering partial centennial grant funding as allowable under the provisions of chapter 173-95A
WAC.

(d) If an applicant is requesting financial hardship assistance, it should submit a completed financial
hardship analysis form with its application for financial assistance.

WAC 173-98-040 Where can I obtain more detail about the application, review, and issuance processes
for funds from the state water pollution control revolving fund?

(1) Applicants must apply for financial assistance in order to be considered for funding and for their
projects to be included on the intended use plan. Projects must be on a current or past intended use plan in order
to receive SRF loans.

(a) A schedule of the annual funding cycle will be published no later than the last business day of
November each year, for the funding corresponding to the next state fiscal year.

(b) The period during which applications are accepted each year will last a minimum of sixty days, and
application forms and guidelines for that year will be made available at the beginning of that period.

(¢) In the first thirty days of the period during which applications are accepted each year, the department
will conduct at least one application workshop in each of the department's four regions.

(d) When there is limited demand for funds from the current funding cycle, projects from any past
intended use plan, starting with the most recent, may be funded in priority order, where:

(i) Cost overruns to a funded project are shown to be justifiable; or

(i1) Final cost reconciliation shows that higher costs are reasonable; or

(ii1) The applicant received partial funding for the project and the change is shown on a current intended
use plan.

(2) The application for funding will consist of two parts. Part one of the application will request
information for identification, description, and other information about the project for tracking purposes, and
part two of the application will request information about the water quality problem or problems being
addressed by the project and the proposed solutions to the problems. In the application, applicants will be asked
to fully describe the environmental and financial need for the project. Applications for SRF financial assistance
for facilities projects must address problems such as public health emergencies, severe public health hazards, the
need to provide secondary or advanced treatment, the need to improve and protect water quality, reduction of
combined sewer overflows, and other environmental needs. Applications for SRF financial assistance for
nonpoint projects must implement the remedies and prevention of water quality degradation associated with
nonpoint source water pollution and must not be inconsistent with needs identified in the department's approved
nonpoint source pollution management plan.

(3) The application form, part two, will include five main question areas, each with subsidiary questions
designed to elicit the information needed to evaluate the project. The maximum points awarded for these
question areas equal ninety percent of the total possible score with a maximum of ten percent coming from the
local prioritization. The five main question areas and their associated maximum point percentages are:

(a) "What is the overall water quality problem and how will the problem be solved or addressed by the
project?" This question is intended for general background purposes and to give evaluators an overview of the
proposed project; no points are assigned.

(b) "What are the specific public health and water quality impairments caused by the problem and what
are the pollution prevention aspects?" This question area is worth a maximum of thirty-four percent of the total
score.
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(c) "How will your proposed project address the water quality problem, and what are your measures of
success?" This question area is worth a maximum of thirty-four percent of the total score.

(d) "What are some of the local initiatives you have taken that will help make your project a success?"
This question area is worth a maximum of twelve percent of the total score.

(e) "Are there any state of Washington or federal mandates that this proposed project addresses?" This
question area is worth a maximum of ten percent of the total score.

(f) "Local prioritization process." This question area is worth a maximum of ten percent of the total
score. The local prioritization process is described in detail in WAC 173-95A-050.

(4) The department will evaluate the proposed projects based on the information contained in the
applications.

(a) Projects will be ranked according to potential water quality benefit and protection of public health.

(b) Projects which have the highest environmental and public health need will be given priority for
financial assistance under the SRF program.

(c) Because funds must be used in a timely manner, readiness to proceed is also used in establishing the
priority of projects.

(d) Other factors, including funding provisions in chapter 90.50A RCW and provisos identified in the
department's biennial capital budget, relationship to the department's published plans such as the Water Quality
Management Plan to Control Nonpoint Sources of Pollution and total maximum daily load studies, and
relationship to published plans created by other federal and state agencies will be included in the priority
evaluation.

(e) The department will request other agencies to provide evaluation assistance as needed, including but
not limited to, the Washington state conservation commission, the Puget Sound action team, and the Washington
state department of health.

(f) The department will coordinate maximum funding amounts and other issues with other state and
federal funding agencies when possible.

(5) The total score that each proposed project receives based on the application form, part two, will be
added to the local prioritization score (see WAC 173-95A-050 for more information on the local priority-setting
process) to develop the final score for the proposed project.

(6) The department will prepare a draft intended use plan each year after evaluating all applications.
The draft intended use plan will list projects in rank order starting with the project receiving the most points in
its final score. This will also generally be the order that projects may be offered financial assistance. After
issuing the draft intended use plan the department will allow a minimum of thirty days for public review and
comment on the draft intended use plan. No later than fifteen days before the end of the public review and
comment period the department will conduct at least one workshop to explain the draft intended use plan,
answer questions about the draft intended use plan and the evaluation process, and provide details on the public
comment process.

(7) The final intended use plan will be issued no later than sixty days after the end of the public review
and comment period. The final intended use plan will reflect any changes made as a result of public comments
or other information received during the public review and comment period, and will include a responsiveness
summary. The final intended use plan will generally list projects in the order that projects may be offered
financial assistance.

WAC 173-98-050 What are the limitations on the use of funds and how are the funds categorized?

(1) The fund may be used to provide financial assistance to applicants for the construction of water
pollution control facilities which are identified in the intended use plan and activities eligible for assistance
under sections 319 and 320 of the act.

(2) Unless the demand for funding is limited SRF loan agreements are subject to the following funding
category limitations:
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(a) Water pollution control facilities category: Not more than eighty percent of the fund will be
available for the construction of facilities as established under section 212 of the act and subject to the
requirements of that act. Those projects will be under the water pollution control facilities category.

(b) Nonpoint source and comprehensive estuary conservation and management category: Not more than
twenty percent of the fund will be available for the implementation of programs or projects established under the
department’s approved nonpoint source pollution management plan established under section 319 of the act, and
intended for the management of nonpoint sources of pollution, and subject to the requirements of that act, or for
programs or projects established under a comprehensive conservation and management plan under section 320
of the act relating to the National Estuary Program, and subject to the requirements of that act. Those projects
will be under the nonpoint source and comprehensive estuary conservation and management category.

(c) Not more than fifty percent of the fund in each category will be available to any one applicant.

(3) In accordance with federal law, loan offers identified on the final intended use plan will be effective
for up to one year from the date of the offer. All SRF loan offers that do not result in a signed SRF loan
agreement within the effective offer period are automatically terminated. Funds reserved for SRF loan
agreements that are not signed within the effective period may be carried over and made available for the next
year's funding cycle.

(4) The fund may not be used for activities primarily directed toward water resources or water pollution
control activities or facilities or portions of those facilities that are primarily intended to control, transport, treat,
dispose, or otherwise manage commercial, institutional, or industrial wastewater or other water pollution control
needs from those sites. Costs associated with commercial, institutional, or industrial pretreatment are not
eligible for funding. However, commercial, institutional, or industrial wastewater flows attributable to a public
body's water pollution control facilities which are determined by the department to be "small" may be allowed.
Flows from individual commercial, industrial, or institutional sources are considered small when they are less
than five percent of the total existing needs, as identified by the department's engineers. Collectively, flows
from all individual commercial, industrial, or institutional sources are considered small when they are less than
thirty percent of the total existing needs, as identified by the department's engineers.

(5) The fund may not be used to make direct loans to applicants to support the nonfederal share of
eligible portions of projects receiving assistance under Title II of the act. The fund may be used to finance
portions of such projects which were determined to be ineligible for federal assistance but which are eligible
under the SRF program.

(6) Noneligible project costs include, but are not limited to, the following:

(a) Acts of nature: Projects related to acts of nature that alter the natural environment, thereby causing
water quality problems;

(b) Aquatic plant control for aesthetic reasons, navigational improvements, or other purposes unrelated
to water quality;

(c) Concentrated animal feeding operations except those located in the federally designated Puget Sound
and lower Columbia River estuaries;

(d) Engineering reports;

(e) Facilities that propose to meet or maintain primary treatment of domestic sewage;

(f) Flood control: Projects primarily designed to provide flood control;

(g) Water pollution control activities or facilities or portions of those facilities that are primarily
intended to control, transport, treat, dispose, or otherwise manage commercial, institutional or industrial
wastewater or other water pollution control needs from those sites;

(h) Lake implementation projects where there is no public access;

(1) Permit fees;

(j) Costs associated with commercial, institutional or industrial pretreatment;

(k) Professional dues;

(1) Reclamation of abandoned mines;
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(m) Projects proposed by Washington state agencies or federal agencies will not be funded; except that
activities projects undertaken by state institutions of higher education are eligible to apply for funding when the
activities are not part of the school's statutory responsibilities.

(n) Scientific research unrelated to a specific project;

(o) Sewers: Side sewer laterals or individual pump stations on private residential property, or other
appurtenances where the facilities are not owned and maintained by a public body;

(p) Solid and hazardous waste facilities;

(q) Storm water activities and facilities associated exclusively with flood control;

(r) Projects or project elements solely addressing water quantity or other water resource issues.

(7) Noneligible project component costs include, but are not limited to, the following:

(a) Bond costs for debt issuance;

(b) Employee training not related to or identified in an SRF loan agreement;

(c) Equipment required for site and building maintenance;

(d) Facilities components:

(i) Abandonment of existing structures;

(i1) Bonus or acceleration payments to contractors to meet contractual completion dates for construction;

(ii1) Capacity in excess of twenty years;

(iv) Construction claims and associated costs determined to be nonmeritorious;

(v) Construction claims, meritorious, in excess of the maximum allowable loan amount;

(vi) Corrective action plans for the one-year performance certification program;

(vii) Cost-plus-a-percentage-of-cost contracts (also known as multiplier contracts);

(viii) Demolition of structures that are not interfering with proposed construction, replacement parts,
other than those for an initial set of spare parts for equipment that is critical for facilities to operate in
compliance with discharge permit requirements;

(e) Fines and penalties due to violations of or failures to comply with federal, state, or local laws;

(f) Interest on bonds, interim financing, and associated costs to finance projects;

(g) Lake implementation projects where there is no public access;

(h) Land acquisition for siting of wastewater treatment plants, sewer rights of way, and easements, and
associated costs;

(i) Landscaping for aesthetic reasons;

(j) Legal expenses other than those associated with development of local ordinances for water quality
protection and improvement or associated with the use of a bond counsel in developing a loan agreement;

(k) Lobbying or expenses associated with lobbying;

(I) Monitoring equipment used by an industry for sampling and analyzing industrial discharges to
municipal water pollution control facilities;

(m) Office equipment;

(n) Operating expenses of local government, such as the salaries and expenses of a mayor, city council
member, and/or city attorney;

(o) Overtime differential paid to employees of local government to complete administrative or force
account work;

(p) Personal injury compensation or damages arising out of the project, whether determined by
adjudication, arbitration, negotiation, or other means;

(q) Preparation of loan or grant applications;

(r) Previously funded objectives financed with an SRF loan;

(s) Rework costs;

(t) Routine or ongoing operation and maintenance costs;

(u) Seminar and conference fees not identified in an SRF loan agreement;

(v) Vehicle purchase or lease except those vehicles that are integral to a treatment process e.g., sludge
truck.
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WAC 173-98-060 What is the step process for planning facilities and activities projects?

(1) The step process: The "step process" is a systematic method or proceeding with projects. The step
process begins with site-specific planning, and continues through design to construction or implementation. It is
required for facilities construction projects and, in a modified form, is required for some kinds of activities
projects.

(2) The step process for facilities. To be eligible for an SRF loan, facilities projects must proceed
according to the "step process."

(a) Before a public body with a facilities project is eligible to apply for funds, all previous steps must be
approved by the department in order to help ensure that funds are well spent on projects proceeding towards a
successful outcome. Funding for site-specific facilities planning (step one) or design (step two) does not
guarantee the awarding of future loans for construction (step three). The loan agreement will not be signed until
all previous steps have been completed and approved by the department.

(b) Planning (step one). Step one involves the preparation of a site-specific facilities plan that identifies
and prioritizes the cost-effective alternatives for addressing a water pollution control problem with or without
state and federal funding. There is no prerequisite for planning. If there is an existing engineering report,
prepared with or without department funding, it must be upgraded for SRF eligibility if it does not meet the
definition of a facilities plan.

(c) Design (step two). Step two includes the preparation of plans and specifications for use in
construction. These must be based on the preferred cost-effective alternative identified in the facilities plan.

(1) Facilities plans must be approved by the department before an application for design can be
considered for funding. Site-specific facilities planning documents not funded by a department grant or loan
must also be approved by the department before an application for design can be considered.

(i) Due to specific loan review criteria, a facilities plan approved by the department for purposes other
than securing a loan will not be accepted for design purposes.

(ii1) Facilities plans approved by the department more than two years prior to the close of the SRF
application period must contain evidence of recent department review to ensure the document reflects current
conditions.

(d) Construction (step three). Step three includes the actual building of facilities based on the approved
design. Design must be approved by the department before an application for construction can be considered for
funding.

(e) Design and construction (step four). In some cases, design and construction may be combined into
one loan award. Applications for step four loans will be accepted and considered for funding if it can be
demonstrated that step two design can be completed and approved by the department within one year of the date
the final intended use plan is made public. The SRF loan share of the total eligible project under step four
cannot exceed fifty percent of the amount available in the appropriate funding category, or one million dollars,
whichever is less.

(f) Step compliance and step deviations. There is one situation in which a deviation from the step
process can be allowed:

(i) If the Washington State department of health has declared a public health emergency and if the
proposed project would remedy this situation.

(i) In this situation, the department will accept applications for funding consideration that do not follow
the step process. However, no loan agreement will be signed until all previous steps have been completed and
approved by the department. This deviation from the step process will only allow an application to be
considered for funding. It does not allow a loan to be awarded until all step requirements have been satisfied.

(iii) If a deviation is approved, the applicant may deviate by only one step. For instance, the department
could accept an application for design if planning was not completed and approved, or an application for
construction if design was not completed and approved. However, the department may not accept an application
for construction if planning was not completed and approved.

(3) Prerequisite documents for facilities projects: Draft documents must be sent to the department's
engineers at least sixty days prior to end of application cycle for approval by end of application cycle.
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(4) The step process for activities. In most cases, the step process for activities is not required.
However, those applications proposing to implement a specific project identified in a completed comprehensive
plan are given additional consideration in the evaluation process. Agricultural best management practices that
involve improvements on private property, or lake projects, must follow the step process.

(a) Planning (step one) involves the identification of problems and evaluation of cost-effective
alternatives, based on environmental and economic considerations, for correcting and preventing water quality
problems. Specific activities may include planning for watershed management, ground water management
areas, lake restoration, and water quality assessment and other related activities.

(b) Implementation (step two) includes the actual implementation of the project based on the approved
planning document.

WAC 173-98-070 What other laws, regulations or requirements must recipients comply with?

(1) (a) All recipients shall comply with all applicable federal, state, and local laws, orders, regulations,
and permits. Applications must not be inconsistent with pertinent adopted water quality plans including, but not
limited to, plans under sections 208, 303(e), 319, and 320 of the act.

(b) The Puget Sound water quality management plan constitutes the comprehensive conservation and
management plan required in section 320 (b)(4) of the act. Plans must not be inconsistent with shoreline master
programs, ground water management programs and stormwater plans, combined sewer overflow (CSO)
reduction plans and county or city comprehensive sewer plans.

(c) In accordance with the SRF loan agreement, the applicant shall provide assurances that the necessary
permits required by authorities having jurisdiction over the project have been secured. Copies must be available
to the department upon request.

(2) Recipients shall fully comply with all federal, state, and local laws and regulations related to
procurement, discrimination, labor, job safety, and drug-free environments. The recipient shall also comply
with the state and federal minority-and-women-owned business regulations.

(3) If an SRF loan is provided for water pollution control facilities, recipients shall submit a declaration
of construction of water pollution control facilities to the department within thirty days of project, phase, or
segment completion.

(4) Recipients must maintain accounting records in accordance with “generally accepted government
accounting standards.” These standards are defined as, but not limited to, those contained in the United States
General Accounting Office (GAO) publication “Standards for Audit of Governmental Organizations, Programs,
Activities, and Functions.” For example, charges must be properly supported, related to eligible costs, and
documented by appropriate records. These accounts must be maintained as separate accounts.

(5) Accounting irregularities may result in an immediate stoppage of payment until irregularities are
resolved. The director may require immediate repayment of misused loan funds.

(6) According to RCW 90.50A.060, in the event of loan default, the state of Washington may withhold
any amounts otherwise due to the recipient from the state and direct that such moneys be applied to the
indebtedness and deposited into the SRF.

(7) Appeals of SRF loan agreement decisions will be processed in accordance with the water quality
financial assistance appeals procedure. The only decisions which can be appealed are written decisions by the
department made during the effective SRF loan agreement period . Appeals must be filed in writing to the
department within forty-five days from the date of the disputed decision. Following the final decision of a
dispute, the department and the recipient shall proceed with the project in accordance with the decision
rendered. Administrative or legal costs and other expenses incurred as part of an appeal will not be eligible for
reimbursement.

(8) The department, or at the department's discretion another authorized auditor, will audit the SRF loan
agreement and records.

(9) Recipients shall maintain comprehensive insurance coverage on the project for an amount equal to
the funds disbursed.
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WAC 173-98-075 How does the Growth Management Act impact the use of funds?

(1) A local government not in compliance with the Growth Management Act may not receive loans or
grants from the department, except that, in limited circumstances, a local government that is not in compliance
with the Growth Management Act may receive loans or grants from the department where necessary to address a
public health need or substantial environmental degradation.

(2) For the purposes of this chapter, "compliance with the Growth Management Act" means that:

(a) A county, city, or town that is required to or chooses to plan under RCW 36.70A.040 has adopted a
comprehensive plan and development regulations in conformance with the requirements of chapter 36.70A
RCW, after it is required that the comprehensive plan and development regulations be adopted; and

(b) The county, city, or town has not been found out of compliance by a growth management hearings
board; or

(c) A growth management hearings board has found a county, city, or town in compliance with the
requirements of chapter 36.70A RCW, after previously finding the county, city, or town was not in compliance.

(3) For the purposes of this chapter, a public health need related to a loan or grant must be documented
by a letter signed by the secretary of the Washington state department of health or his or her designee and
addressed to the public official who signed the loan or grant application. "Public health need" means a situation
where:

(a) There is a documented potential for:

(i) Contaminating a source of drinking water; or

(i1) Failure of existing wastewater system or systems resulting in contamination being present on the
surface of the ground in such quantities and locations as to create a potential for public contact; or

(ii1)) Contamination of a commercial or recreational shellfish bed as to create a critical public health risk
associated with consumption of the shellfish; or

(iv) Contamination of surface water so as to create a critical public health risk associated with
recreational use; and

(b) The problem generally involves a serviceable area including, but not limited to, a subdivision, town,
city, or county, or an area serviced by on-site sewage disposal systems; and

(c) The problem cannot be corrected through more efficient operation and maintenance of an existing
wastewater disposal system or systems.

(4) For the purposes of this chapter, a substantial environmental degradation related to a loan or grant
must be documented by a letter signed by the director of the department or his or her designee and addressed to
the public official who signed the loan or grant application.

"Substantial environmental degradation" means that:

(a) There is a situation causing real, documented, critical environmental contamination that:

(i) Contributes to violations of the state's water quality standards; or

(i1) Interferes with beneficial uses of the waters of the state; and

(b) The problem generally involves a serviceable area including, but not limited to, a subdivision, town,
city, or county, or an area serviced by on-site sewage disposal systems; and

(c) The problem cannot be corrected through more efficient operation and maintenance of an existing
wastewater disposal system or systems.

(5) A county, city, or town that has been offered a loan or grant for a water pollution control facilities
project may not receive loan or grant funds while the county, city, or town is not in compliance with the Growth
Management Act unless:

(a) Documentation showing that a public health need has been provided by the Washington state
department of health; or documentation showing that a substantial environmental degradation exists has been
provided by the department of ecology; and

(b) The county, city, or town has provided documentation to the department that actions or measures are
being implemented to address the public health need or substantial environmental degradation; and
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(c) The department has determined that the project is designed to address only the public health need or
substantial environmental degradation described in the documentation, and does not address unrelated needs
including, but not limited to, provisions for additional growth.

WAC 173-98-080 Indemnification.

(1) The department shall in no way be held responsible for payment of salaries, consultant's fees, and
other overhead costs related to an SRF loan agreement issued to a recipient.

(2) To the extent that the Constitution and laws of the state of Washington permit, the recipient shall
indemnify and hold the department harmless from and against any liability for any or all injuries to persons or
property arising out of an SRF loan agreement except for such damage, claim, or liability resulting from the
negligent act or omission of the department.

WAC 173-98-090 How are loans managed?

(1) Timely use of funds: Projects funded with loans must be spent in a timely fashion so that funds are
put to work for the water quality of the state as soon as possible. To accomplish this, certain time restrictions
are placed on the use of funds as follows:

(a) Work on a project must be started within sixteen months of the publication date of the final intended
use plan on which the project was proposed.

(1) Any expenditure of funds which is eligible for reimbursement under the terms of the loan agreement
constitutes starting the project.

(i1) No more than one time extension of no more than twelve months may be made when there are valid
reasons for the extension and when the extension is included in the signed funding agreement with the
department.

(ii1) Valid reasons for a time extension allowing a start date more than sixteen months after the
publication date of the final intended use plan are limited to:

(A) Schedules included in water quality permits, consent decrees, or enforcement orders; or

(B) The recipient and the department agree that there is a need to do work during an environmental
window in a specific season of the year.

(iv) If the funding recipient has one of these valid reasons to wait longer than sixteen months to start the
project, the reasons why it will take longer and the schedule the recipient will follow must both be stated clearly
in a signed loan agreement.

(b) Work on a project must be completed within five years of the publication date of the final intended
use plan on which the project was proposed or within a shorter time period if the shorter period is identified in
the funding agreement for the project. When all work identified in the funding agreement scope of work is
finished, the project is deemed to be completed. After the five-year time limit is reached, no further
expenditures may be reimbursed unless an extension is made.

(1) No more than one time extension of no more than twelve months may be made when there are valid
reasons for the extension; and

(A) The extension is requested no less than three months before the funding agreement is due to expire;
and

(B) The department's water quality program manager agrees that the extension is for a valid reason.

(i1) Valid reasons for a time extension are limited to:

(A) Schedules included in water quality permits, consent decrees, or enforcement orders; or

(B) The recipient and the department agree that there is a need to do work during an environmental
window in a specific season of the year.

(ii1) If the funding recipient has one of these valid reasons to be allowed a time extension, the reasons
why it will take longer and the schedule the recipient will follow must both be stated clearly in a signed
amendment to the existing loan agreement.

(2) Prior authorization to incur costs. In cases where a project has been identified on a final intended
use plan, the applicant may make a written request to the water quality program manager, asking to begin
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incurring costs related to a loan for which there is not yet a signed loan agreement. If the department concurs
with this request, the water quality program manager will send the applicant a letter authorizing the costs. The
applicant incurs the costs at their own risk. When an agreement is signed, previously incurred costs that are not
eligible under the terms of the agreement are the sole responsibility of the applicant.

(3) The administration of all loans will be subject to all terms and conditions in a funding agreement
signed by the department and by the recipient.

(4) Ongoing management of most aspects of loan projects is subject to the most recent edition of
Administrative Requirements for Ecology Grants and Loans, copies of which will be provided to all recipients.

WAC 173-98-100 How do recipients comply with the state environmental review process?

(1) All recipients which receive SRF loans must meet the provisions of the State Environmental Policy
Act (SEPA), chapter 43.21C RCW, and the SEPA rules, chapter 197-11 WAC. Additional provisions are
currently needed by federal law under Title VI of the act to satisfy the state's responsibility to help ensure that
recipients comply with the National Environmental Policy Act (NEPA) and other applicable environmental
laws, regulations, and executive orders. The lead agency (WAC 197-11-050(2)) responsible for SEPA
compliance for each project under the SRF program shall also comply with the following additional provisions.
When a categorical exclusion, finding of no significant impact, or a record of decision has been issued under
NEPA for the same p